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PREFACE 

Georgetown University's Academy in the Public Service is dedicated to the 
improvement of local government by providing assistance to citizen-politicians 
who serve as elected public servants while maintaining full-time private careers. 

Citizen-politicians are the cornerstone of American democracy. These ded
icated men and women are faced with the challenge of making increasingly com
plex government more responsive and efficient. Greater access to continuing 
education opportunities is needed, and colleges and universities are one source 
that local officials can rely on for assistance. 

This workbook is one in a series of workbooks that have been developed for 
use in Academy seminars being offered to citizen-politicians. The workbook is 
organized en the basis of instructional modules, together with an overall intro
duction, a selected bibliography, and an appendix. Each module has a brief 
summary statement which is followed by suggested prerequisites, if any, and a 
rationale outlining the need for completing the entire module. A number of de
sired outcomes have been included which will assist the reader in determining 
to what extent the readings and activities were helpful. In addition, this work
book is intended to be cf value to the reader beyond the context of the seminar 
itself. 

Brady J. Deaton is Associate Professor of Economics at Virginia Poly
technic Institute and State University. He is coordinator of the Title V Eco
nomic Development Program in Virginia and is doing research in the area of 
community industrialization. In 1978, he was Staff Directer of a Special Ex
ecutive Department Task Force on Public Law L80 that conducted a compre
hensive study with regard to policy, economic impact, program operation, 
and administration of the law. 
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INTRODUCTION 

The economic well-being of citizens of our society is determined by the man
agement of money and resources in each community within the country. The pro
cess of producing goods and services by combining human and material resources 
represents the basic driving force of each local economy. This economic pro
cess includes the creation of jobs and the earning and subsequent spending and 
saving of income. Key actors in this process are private individuals and their 
households, business firms, and the various levels of local, state, and national 
government. All communities are interconnected in the economic process. The 
local economy that each person experiences in day-to-day living is more or less 
a mirror image of the larger national and international economy. Within each 
community, the local units of government are participants in the local economy. 
Collectively, local governments become major factors in shaping the national 
economy. Thus, through local government, citizens do have some access to 
controlling the direction of both the local and national economies. 

Local government is the unit of administration, authority, and public parti
cipation closest to the lives of people and their immediate concerns. The role 
of local government in the economy takes on new importance with growing de
mands for citizen participation in public decisions which affect their socio
economic well-being. At the federal tevel, response to these demands has led 
to such action as the initiation of revenue sharing which requires local govern
ment to promote citizen participation in decisions which allocate funds that af
fect the quality of comm unity life. At the local level, elected officials are chal
lenged to elicit this public participation in the formulation of community economic 
goals and help create an environment in which the goals can be achieved. This 
process involves: (a) providing leadership in problem identification by monitor
ing key indicators of the functioning of the local economy, (b) identifying avail
able resources in the community in both the public and private sectors, (c) stim
ulating the formation of institutional mechanisms which can use the resources to 
achieve community goals, and (d) forthrightly exercising judgment to protect and 
promote the public will. 

In earlier history, the economic fate of communities was principally deter
mined by the whims of nature. Disease, pestilence, and erratic weather pat
terns could alter the fate of communities by wiping out food supplies in one 
area and suddenly enriching another community which was favored by abundant 
crops. The decisions made by community leaders made very little difference to 
the ultimate outcome of local economic affairs. 

In modern times, the application of science and technology through effective 
management systems has removed most of the risk and uncertainty associated 
with the whims of nature. With this new measure of security comes an equal 
burden of responsibility, for the decisions made by leaders of communities are 
now the principal factors which determine the relative well-being of different 
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communities. Many factors are still beyond the control of local government 
leaders. Yet, a significant degree of influence rests at the local level. The 
purpose of this workbook is to explore the extent to which local elected offi
cials can monitor and help influence local economic affairs. A recent publica
tion provides a useful synopsis of this task: 

In terms of economic development, good local government means 
government that is both responsive and progressive. It is one which 
not only maintains municipal services, but it anticipates the need for 
extended services. It provides the comm unity with a quantity and 
quality of services commensurate with the taxes the community pays. 

The serious commitment of the community to do something about 
their economic problems, of course, determines to a great extent 
the ability of local government to provide the necessary services. 
But the commitment of the community means far more than a willing
ness to pay a greater tax bill. It means a unification of factions, 
a singleness of purpose, and a dedication to perform many of the 
functions which are outside the purview of government. It basically 
entails a commitment by all groups--business, labor, church, civic 
and social organizations--to make their comm unity a better place in 
which to live, a community which is more attractive to industry than 
competing communities (International Union of Local Authorities, 
p. 55). 

This workbook is designed to provide a basic understanding of the local econ
omy and the role of the local elected official in influencing the direction of local 
economic affairs. The first module is designed to increase your understanding 
of the local economy. To achieve this goal, the importance of the leadership 
role of the local elected official will be emphasized. The components of a local 
economy and the alternative approaches that local government may take in local 
economic affairs will be defined. Finally, the usefulness of local economic in
dicators will be discussed and selected indicators of the quality of life in the 
community will be defihed. 

The second module is designed to enable the local elected official to deter
mine appropriate economic policy for the local community and to be aware of al
ternative ways in which the desired policy can be implemented. Case studies 
will 'be used to illustrate the importance of local economic indicators and alter
native approaches that have been taken to deal with key economic problems. 



MODULE I 

UNDERSTANDING THE LOCAL ECONOMY 

Elected community leaders have been given a public trust to provide direc
tion to community affairs, including economic affairs. Providing leadership 
with regard to a local economy requires consideration of the appropriate leader
ship role and a clear understanding of the local economy. Accordingly, inter
actions among the government sector and other sectors of the local economy 
must be clearly recognized. 

A local economy functions within a set of guidelines that evolve from custom 
and basic values, and by rules and regulations established by citizens through 
their government. Every level of government, including local government is 
both a major actor in the arena of economic activity and a "regulator" or "rule 
setter." Establishing and enforcing rules and regulations for appropriate eco
nomic activity is a responsibility of local government. "Government meddling" 
in the economy is a misnomer for a legitimate exercising of the public trust, 
though reasonable people may disagree about the extent to which the government 
assumes economic responsibilities. These issues will be explored further in 
this first module. 

Prerequisites 

This module requires no previous experience or coursework. 

Rationale 

The role of local government in the planning and management of the local 
economy has undergone substantial change over the past century. Traditional 
roles of keeping property records, providing police protection, roads, and 
schools are still important. However, the complexities of new service provi
sions such as water, sewer and health services, vocational training, recre
ation, and fire protection are universal demands now placed on local units of 
government. Local governments in some areas have been given responsibility 
for greater roles in providing public welfare, engaging in fiscal planning, 
supporting the arts, and in promoting the economic development of the commun
ity. 

~his module is designed to increase your understanding of the leadership 
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role of the elected official in the affairs of a local economy and the unique 
rights and responsibilities of local government as a key actor in the economy. 

Desired Outcomes 

Upon completion of this module, the reader will be able to do the following: 

1. Describe the leadership role of the local elected official regard
ing ·1ocal economic affairs. 

2. Identify the various approaches to local government involvement 
in the economic environment of the community. 

3. Use specific indicators to assess the present economic status 
of a community. 

Readings and Activities 

The initial activity in this module is to complete a multiple choice self-test 
on the contents of the module. The test is designed to stimulate your thinking 
and to help clarify concepts that will be presented later on in the readings. 

The first three readings in this module were selected to achieve the first 
desired outcome by stimulating elected leaders to reconsider their role in in
fluencing local economic affairs. Local elected officials must weigh the res
ponsibility of establishing a policy-making process, making effective decisions, 
and promoting citizen participation against the consequences of inaction or 
failure to act in the public interest. 

The next reading in this module provides an overview of a local economy and 
analyzes the various degrees of local government involvement in corw,onent s of 
the economy. The reading is designed to achieve the second desired' outcome. 
The reading will broaden the reader's view of the points of interaction between 
the economy and local government by describing the economic roles of local gov
ernment in: (a) setting rules which guide local economic affairs, (b) producing 
services and products, and (c) supporting private sector business. 

The last reading achieves the third desired outcome by discussing the use of 
social indicators to assess local economic conditions. A set of indicators de
rived from recent research is presented in the reading to conve'Y a concrete no
tion of social / economic indicators and to illustrate their significance to commun
ity life. 



SELF-TEST FOR MODULE I 

The statements included in the self-test are an integral part of the learning 
process. They are designed to call your attention to particular areas of empha
sis, to differentiate among related ideas, and to clarify your understanding of 
the local economy. The self-test is an initial learning activity geared to help 
achieve the desired outcomes. · 

Choose the single best answer to complete each of the statements below. 
After you have completed Module I, you should review your original answers 
and determine if any of them need to be changed. The answers to the self-test 
are included in the Summary of Module I, page 68. 

1. The most effective role in the economy for the local elected official is 

a. to be a spokesperson for those interests which elected him/her 
b. to develop both a policy-making process and an effective admin

istrative style 
c. to keep the government from interfering with the local economy 

2. With a thriving business secto~, the local government should 

a. have little to do to maintain an effective local economy 
b. devote its efforts to developing an effective growth policy for 

the comm unity 
c. help keep down organized labor activity 

3. Local government operations are 

a. primarily outside the local economy 
b. most effective as a director of local economic affairs 
c. both a key component and leader in local economic affairs 

4. A significant characteristic of a public good is: 

a. it can be bought and sold like any other product 
b. one person's use of the good does not restrict the next person's use 
c. it cannot be manufactured by a private corporation 

5. Which of the following actions of local government will have the greatest 
direct impact on property values? 

a. a new sales tax 
b. a change in the property tax 
c. a bond issue to support an industrial park 
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6. The distribution of income is important because 

a. it tells us how many poor people there are 
b. it influences the balance of local consumption and savings 
c. it provides a measure of potential social disturbances 

7. Economic indicators are useful because 

a. they tell local leaders which sector of the economy needs attention 
b. they are useful in obtaining federal grants 
c. they are required by revenue .sharing guidelines 

8. County income per capita would change significantly if 

a. the local distribution of income was changed 
b. new industrial jobs were created 
c. all poor people were forced to leave the county 

9. The major source of revenue for most local governments is 

a. revenue bonds 
b. property taxes 
c. sales taxes 

10. Local government support of education in the U.S. is a good example of 

a. direct government in vol veJllent in economic affairs 
b. a mixed role between government and the private sector 
c. a supporting role that government plays in the economy 

11 . An economic justification for government sup port to build a lighthouse 
off the East Coast is that it 

a. is a public good 
b. is too expensive for a private company to build 
c. will prevent the unnecessary loss of lives due to shipw)ecks 

12. An important economic feature of local government is that it 

a. can only provide services to local residents, rather than actual 
goods 

b. is primarily a regulator of private economic affairs 
c. can become as broadly involved in economic affairs as tradition, 

values, and resources permit 

13. Zoning regulations are examples of 

a. government interference in the economy 
b. protecting private interests 
c. the rule-setting function of government 
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14. In establishing local economic policy, the local government has a 
responsibility to involve 

a. primarily the business sector of the comm unity 
b. primarily business and consumers 
c. business, labor, and consumers 

15. Local government regulations 

a. never "interfere" with the efficiency of the economy 
b. are always in the public's best interests 
c. should be carefully evaluated to determine their influence on 

efficiency and equity 

16. A principal reason that local government should work closely with 
other units of government is that 

a. some services can be provided at cheaper costs only if several 
jurisdictions are involved 

b. planning districts encourage all units of government to work to
gether 

c. local officials can gain a new perspective on their own problems 

17. Export expansion from the community's viewpoint refers to 

a. increased trade between local manufacturing firms and foreign 
countries , 

b. any increase in production by basic industries, including tourism 
c. producing products that were formerly imported into the community 

18. The Federal Reserve Board may change the "reserve requirement" for 
local banks. This action influences the banks' ability to provide loans 
to local investor by 

a. indicating the amount of local bank assets that have to be invested 
in the Federal Reserve 

b. altering the magnitude of the deposit expansion multiplier 
. c. influencing the attitude of local bankers toward local economic 

potential 

19. The relationship between a local bank and the local economy is best 
characterized by the statement 

a. The local bank is a private business that provides employment like 
any other business. 

b. The local bank decides how much money will be invested in the 
local economy. 

c. The local bank has a public trust to serve the local economy similar 
to the trust held by an elected leader to serve the community. 
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20. The open market operations of the Federal Reserve Banks change the 
local community's supply of money primarily because 

a. local bankers change their expectations about the national economy 
and, therefore, alter local lending policies accordingly 

b. the local economy responds to national economic fluctuations 
c. local banks purchase government securities and have less money 

available for local borrowers 

21. Material and financial flows occur in a local economy 

a. between firms and households only 
b. between firms and government only 
c. among government, firms, and households 

22. Material and financial flows in a local economy generally tend to move 

a. in opposite directions 
b. in the same direction 
c. in no particular systematic fashion 



COMM UNITY LEADER SH IP 

Trust in national leadership in this country has suffered devasting blows 
from Watergate, Vietnam, and the recession of the mid-seventies. Tremors 
from this distrust in national officials have been felt in the smallest of towns 
with regard to attitudes toward local leaders and the ideals of democracy. It 
is indeed at the local level, however, that the effort must begin to restore 
trust in elected leaders and to shatter the image of corrupt and indecisive pub
lic officials. 

In an attempt to gauge what is vital to gain and maintain faith in leaders, 
U.S. News and World Report conducted a survey of 1400 key Americans in 1976. 
These experienced leaders passed over charisma, high intelligence, and polit
ical acumen to select moral integrity, courage, and common sense as the qual
ities Americans are longing for in their public officials at all levels. (Inter
estingly, the next most desirable characteristic was a good knowledge of eco
nomics.) What is the role then of the elected official--the context to which the 
attributes of moral integrity, courage, and common sense must apply? 

The local elected leader is in the front lines of community efforts to improve 
the quality of community life. The best efforts of local citizens and workers at 
other levels of state and federal government will be less than desirable unless 
elected leaders of the local community engage in a number of active roles in the 
processes of community change. The local elected official must become an ad
vocate for the community, an advisor to local citizens, an analyst of alternative 
feasible approaches to solving community problems, and an innovative leader 
seeking new technological and organizational solutions to longstanding comm un
ity problems. (Gallaher and Santopolo, 1967, p. 225). In each of these roles 
the elected -leader must motivate public participation and enlist broad support in 
planning and implementing effective programs. The summary challenge to local 
elected leaders is contained in John Gardner's assertion that: 

Leaders can conceive and articulate goals that lift people 
out of their petty preoccupations, carry them above the con
flicts that tear a society apart, and unite them in the pursuit 
of objectives worthy of their best efforts (Gardner, 1965). 

An effective local leader is both a policy leader and an administrative leader. 
The first task of elected office is to firmly establish a policy process and an ad
ministrative style acceptable to the public and capable of facilitating effective 
leadership. 

Upon accepting the responsibilities of elected office, the public official must 
reveal leadership qualities. George P. Rice offered several important guiding 
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principles in a 1976 speech to the Indiana State Republican Leadership Confer
ence (Vital Speeches of the Day, 1976). Among these were the following: 

1. He must have the ability and willingness to exercise personal authority. 

2. He must be able to balance the values of individual freedom with those 
of the organization. 

3. He must be representative, dynamic, and creative. 

4. He must be positive and possess initiative. 

5. He must be able to work with and use wisely existing organizations. 

6. He should have developed knowledge and skill in the use of parlia
mentary law and procedure. 

The publ,i)c trust assumed by the local elected official requires that all cit
izens be recognized and that attention be given to the needs of groups such as 
the unemployed and underemployed, minorities and other groups who may be 
powerless in the local community. Their problems require an integrative ap
proach to analyzing the role each group plays in the local economy. 

A major task of effective leadership is to promote cooperation and coordin
ation among diverse groups and agencies in the local economy. To accomplish 
this task, the elected official must charge local government agencies to mind 
their four C's: Coordination, Consolidation, Cost-Sharing, and Communica-
tion. , 

The next two readings elaborate on the role and tasks that must be ful
filled by local leaders. As the title indicates, the first reading explores the 
dimenSions of leadership while the second interprets leadership within the 
framework of the community development process. 



b !MENS IONS OF LEADER SH IP 

The study of leadership has a long and somewhat troubled 
history. Early definitions of what characterizes leadership were 
based largely on "traits"' by which leaders or leadership beha,·
ior could be identified. Howe,·er. such definitions pro,·ed frus
trating because each st_udent ofleadership came up with different 
definitions based on selected sets of traits. There were few char
acteristics that could be unh·ersalh· identified as necessarv for 
performance of leadership beha\·ior. -Requirements for leader
ship, characteristics of leaders, and definitions of what constitutes 
leadership \·ary widely depending on circumstance. Therefore, 
anah-sis in the most recent decades has concentrated on exam
ination of leadership behavior in ,·arious contexts. 

In a re\iew of leadership literature. Stogdill suggests eleven 
perspecth·es. Leadership may be defined as: 1 

1. a function of group process 
2. personality or effects of pt>rsonality 
3. the art of inducing t·omplianct" 
➔. the c>xercise of influence 
,3. a fonn of persu.lSion 
6. a set of acts or beha,·iors 
7. a po,,·er relationship 
S. ct.n instrument of goal .ichit-\ t>ment 
9. an effect of interaction 

10. a <litferenti.ited role 
11. the initiation of structure 
:\ny one or all of the meanings noted by Stogdill might apply 

to a particular circumstance. but no single definition is uni\·er
sally applicable. Howe\·er. leadership is clearly a role that leads 

William R. Lassey, LEADERSHIP AND SOCIAL CHANGE, © 1976, pp. 10.:..15. 
Reproduced by permission of University Associates, Inc., La Jolla, Calif. 
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. toward goal achievement, involves interaction and influence, 
and usually results in some form of changed structure or behav
ior of groups, organizations, or communities. Strength of per
sonality and ability to induce compliance or to persuade are 
critical variables in the effectiveness of leaders, but their rela
tive influence depends on time and circumstance. 

Other leadership variables are more directly applicable to 
behaviors or acts in group situations. These might he classified 
as functional definitions of the leadership role . . ..\nyone who pt.•r
forms these functions is fulfilling a leadership role, regardless 
of his formal status in the group. 

FUNCTIO~AL ontE~S10'.'iS OF LEADERSHIP 

Two sets of functions have been identified as critical: task 
functions must be executed to rationally select and achie,·e 
~als; maintenance Junctions associated with emotional satis
faction are required to develop and maintain group, commu
nity, or organizational viability. 2 

Task Functions 

Initiating actir:ity: proposing solutions: suggesting n(',,. 
ideas; providing new definitions of the problem. new attacks on 
problems, or new organization of material. 

Information seeking: asking for clarification of suggestions; 
requesting additional information or facts . 

infonnation gidng: offering facts or generalizations; relat
ing one's own experience to group problems as i!Iustr .. ltion. 

Opinion gidng: stating an opinion or belief about a sugges
tion (or one of se,·eral suggestions). partic:ularly concerning; its 
value rather than its factual basis . 

Elaborating: clarifying b~ gi,·ing e'\amples or <len·lopin_g 
meanings; trying to en,·ision how ,\ proposal might work out if 
it is adopted. 

Coordinatinfl: showing relationships among ,·arious idt>as 
or suggestions: tryin~ to pull ideas and sug~t.•stiom togt>tlwr: 
trying to draw togetht'r ac:ti\·itit•s of ,·anous subgroups or 111t•rn
bers. 

S11mmari::i11g: pulling together rt>btt-d i<lt>as or s11ggestio11s: 
restating suggestions after the group has discussed them . 

Testing feasibility : making application of sug_gestions to 
real situations; ex .. unining practicality and workability of idt>as; 
evaluating possible decisions. 
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Evaluatin~: suhmitting group decisions or accomplish
ments to comparison with group standards; measuring accom
plishments against goals. 

Diagnosing: determining sources of difficulties, appro
priate steps to take next, the main blocks to progress . . 

Maintenance Functions 

Encouraging: being friendly. warm. responsive to others: 
praising others and their ideas; agreeing with and accepting con
tributions of others. 

Cate-keeping: trying to make it possible for another mem
ber to make a contribution to the group: suggesting limited talk
ing time for everyone so that everyone will ha,·e a chance to be 
heard. 

Standard setting: expressing standards for the group to use 
in choosing its content or procedures or in evaluating its deci
sions; reminding the group to avoid decisions which conflict 
with group standards. 

Follou:ing: going along with decisions of the group: some
,vhat passively accepting ideas of others; serving as audience 
during group discussion and decision making. 

E:r:pressing group feeling: sensing and summarizing group 
feeling; describing group reactions to ideas or solutions. 

Consensus taking: tentatively asking for group opinions in 
order to find out if the group is nearing consensus on a deci
sion: sending up "trial balloons" to test group opinions. 

Hannoni=ing: mediating; conciliating differences in points 
of view; making compromise solutions. 

Tension reducing: draining off negative feelings by jesting 
or pouring oil on troubled waters: putting a tense situation into 
wider context. 

'.'ionfunctional Behavior 

Some participants in groups regularly deter achievement. 
The mort' common types of nonfunctional beha,ior include: 

Aggression: working for status by critizing or blaming 
others: showing hostility against the group or some indi .. i<lual: 
deflating the ego or status of others. 

Blocking: interfering with the progress of the group by 
going off on a tangent: citing personal experiences unrelated 
to the problem; arguing too much on a point: rejecting ideas 
without consideration. 
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Self-confessing: using the group as a sounding board; ex
pressing personal feelings or points of vie,v, not oriented to the 
group. 

Competing: vying with others to produce the best ideas, 
talk the most, play the most roles, gain favor with the leader. 

Seeking sympathy: trying to induce other group members 
. to be sympathetic to one's problems or misfortunes; deploring 
one's own ideas to gain support. 

Special pleading: introducing or supporting suggestions 
related to one's own pat concerns or philosophies; lobbying. 

Horsing around: clowning; joking; mimicking; disrupting 
the work of the group. 

Recognition seeking: attempting to call attention to one's 
self by loud or excessi\'e talking, extreme ideas, or unusual 
behavior. 

Withdratdng: acting indifferent or passive: resorting to 
excessive formality; daydreaming; doodling; whispering to 
others; wandering from the subject. 

Functional or nonfunctional behaviors occur in settings 
where leadership is under study and can be recognized quickly 
by interested obsen·ers of groups or organizations. CnderstaH<l
ing beha-..iors that help or deter achie,·ement helps the indi,·id
ual to appreciate how improved performance of the leadership 
role can increase effecti\'eness of groups, organizations, and 
communities. 

ACTHORITY A:\"D POWER 

Although specific behaviors are critical to understanding 
and performing leadership functions, authority and power are 
important dimensions in the appropriateness of such behavior. 
Individuals achieve positions that are structured as leudership 
roles or functions for a variety of reasons. For ex .. tmple. an indi
vidual may ( 1) be perceived by superiors or collea~ues to have 
leadership potential; 1.2l havt:- somehow inherited leadership 
roles; (3) assume the role bv default because no one else is 
available or willing to perfo~ the functions; or (-t) use physical 
or economic force to achieve a leadership role. 

The processes through whi<.:h a "leader" achieves authority 
or power vary widely, again depending on the leadership con
text and on the norms of desirnble leadership beha\·ior in each 
group, organization, or community. Behavior perceived as highly 
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desirable in a street gang may be totally u11acceptablt- in a civic 
club. 

A leader vested with authority and power necessarily takes 
on greater "psychological size" than other members of a group. 
organization, or community, in part because of: 

1. IndiL'idual attitudes tou:ard authority. These are con
ditioned by lift> experit•nces, beginnini;t with the motht>r. 
father, and later. other persons whu control t·hildhuod 
beha\ior or set and enforce rewards and punishments. 
Those who control a child's life are usually physically 
and psychologically larger. Childhood feelings ,md atti
tudes toward authority may he projected to leaders. 

2. Indit:idual needs for security. Some individuals prefer 
a psychologically larger leader. They want protection 
or are fearful of taking responsibility for themselves . 
Therefore. the more psychologically important the 
leader is perceived to be, the greater is his perceived 
protecti\·e role. and the higher is his potential status . 

The psychologically larger leader encounters se\·eral basic 
types of reactions from the group. 

1. Dependency. ~[embers demonstrate submissh·eness or 
willingness to go along with the leader's proposals. 

00 
0 

2. Cow1terdependency. ~lembers demonstrate reactive. 
opposin~. resisting behavior of two types: (a) individual 
opposition. or tbl organized opposition often typified 
by labor-management or student-faculty relationships. 

Q 
@) 

Organized Opposition Individual Opposition 
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DependPnt reactions are related to desire for secu
rity. Counterdependent reactions may be related to 
perceived leader inadequacies, task difficulties, or indi
vidual attitudes towards authority. 

:\lost groups and organizations c.:ontain both de
pendent and counterdependent members. A group 
may change from being predominantly dependent to 
counterdependent. Both reactions may exist in most 
people-a kind of ambivalence to,...-ard powerful lead
ers. An indi\"idual may like their direction and protec
tion and yet also resent their power over him. 

3. Interdependence .. If the authority problem· is resolwd, 
people are able to perceh·e the leader in a more realistic 
psychological dimension. If the difference in psycho
logical size between the indi\idual and the leader is 
minimal, mutual respect is likely to increase. The indi
vidual becomes interdependent in his relationship with 
the leader; and a more collaborati\·e, democratic process 
can. then evolve. 

L'- SV:\HL\.RY 

Definitions of leadership abound. There is no clearcut 
agreement on the meaning of leadership for all circumstances. 
Leadership can probably best be understood by submitting 
specific behaviors and roles to careful stud\". ~Ianagement of 
functional and nonfunctional beha,·ior play a~ irnport.~nt role in 
achievement of authority, powe:-, and effecth·eness of leaders. 
Leadership is subject to study and refinement. and presumably. 
it can be learned through systematic ,1cquisition of knowledge 
and specific skills appropriate to leadership fonc:tions . 

Notes 
1. Stogdill, R. ~I. Handbook of leadership. :--ew York: Free Press. 197-t p. 7. 
2. For greater dabor.ition on these functions. see Bt>nnis. \\' . G. ¢c Shepherd. 

H. A. Croup ob~rvation. In \\'. C. Bennis. ~- D Bt.-nnt- ¢c R. C:hin , Ed, Tit, · µ/a11 
ningof chanflt . :--;ew fork, Hult. Rint."hart 6c \\instun. l96l. pp 743-7.'56. 



LEADER SH IP AND COMMUNITY DEVELOPMENT 

\Vithin most American communities, sources of leadership 
potential may be summarized as follows: 1 

Institutional leaders: Persons holding positions in a com
m unity. They may be elected, appointed, or otherwise desig
nated to carry out professional leader roles. They are delegated 
leadership functions in major part because of the status of the 
positions they occupy. Institutional leaders usually have legiti
mizing influence over selected decisions and actions. 2 

Pou:er leaders: This form of leadership often arises from 
old and established families, a political boss, a long-term office 
holder. or the management of a dominant business. Indhidual 
leaders or small leadership groups may occasionally have a com• 
plete and often paralyzing control over the life of the community. 

Situational leaders: Leaders may emerge from within 
the community to influence specific issues, without neces
sary reference to other leadership patterns or institutions. 
Newer residents in the community may have important po
tential for influence in this context. 

Pluralistic leadership: Such leadership patterns allow 
power and influence to be widely shart-d and authority to be 
delegated. Broadly based involvement and influence by many 
citizens usually prevails. 

Adapted from Community development theory and practice, in Community Devel• 
o,,ment in Montana: Resource:, Methods. Case St~: Edited by William R. Lassey 
and An~ S. Williams. Bozeman, Montana: Big Sky Books, 1970. 

William R. Lassey and Richard R. Fernandez, LEADERSHIP AND SOCIAL 
CHANGE © 1976, pp. 3L.5-352. Reproduced by permission of University Asso
ciates, Inc., La Jolla, Calif. 
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Considerable influence is often exercised bv individuals 
who take no formal leadership roles within the, community. 
Relatively wealthy citizens, managers of important businesses, 
and professionals often hold significant positions in organiza
tions based outside the community. In some instances they 
promote and support development in a region that extends 
well beyond local community boundaries. Or, they may be 
oriented to the status quo and exercise power largely to stop 
changes that are viewed as threatening. 

Extra-community leadership influence must be recognized 
and understood, if major community development efforts are 
to be successful. Often. these leaders are sufficientlv influential 
that a project can be stopped. or made successfui. as a con
sequence of their behind-the-scenes role, regardless of \vide
spread citizen participation. It is a reality of community life 
that some indhiduals have a much more powerful role in deci
sion making than others. Democracy is limited by major differ
ences in skill. wealth, intelligence. occupational status. and 
general prestige. 

Improving Community Leadership Performance 

~lost communities would benefit from improved quality of 
leadership, focused on developing a pluralistic or more broadly 
based leadership structure. Leadership training can enhance 
pluralism, broaden leadership structure. and increase the effec
tiveness of a communitv. ~o communitv is likeh· to be totallv 
transformed through p.irticipation in s~ch activities. but sub
stantial improvement has proven to be possible, in a variety 
of locations. 3 

Improving the competence of widely diffused leadership 
in communities must be based on the following key assump
tions: 

1. Participatory decision making is more desirable than 
centralized decision making by a small group of .. repre
sentath·e" officials. 

2. Planned change, involving widespread public participa
tion. is possible and more desirable than unplanned or 
ad hoc change. 

3. The process that produces planned change can be 
learned and used bv a wide varietv of citizens who are 
interested in impro~·ing the quality, of their community. 

4. Potential leadership competence is widely diffused in 
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the population of most communities and can be acti
vated through knowledge acquisiton, skill training, 
and leadership-experience. 

The key areas of knowledge and skill in which improve-
ment is possible include at least the following: 

1. Problem identification and refinement 
2. Planning and problem-solving processes 
3. Decision-making: process 
4. Location and acquisition of resources 
5. Program management 
6. Action or implementation processes 
Presumably, community residents who have systematically 

acquired knowledge and skill in these topical areas will be more 
effective in realizing opportunities available to their commu
nity. However, the acquisition of the knowledge and skills is 
usually best accomplished through immediate experience; that 
is, learning is likely to pccur most rapidly and profoundly if 
increased knowledge and skill are put directly to test through 
significant community programs. 

Outside consultants or educational facilitators mav be 
needed to assist local citizens in updating their knowl~Jge , 
skills, and experience. Consultants can play the following key 
roles in developing local leadership skill and community com
petence: 

1. Catalyst. The consultant helps community members to 
recognize problems and opportunities, generating their 
interest in the improvement of local ability to achie,·e 
new development. 

2. Process helper. The consultant assists local citizens in 
designing and implementing the processes required to 
improve leadership skills. 

3. Resource linker. The consultant helps local citizens 
locate resources (i.e., financial and technical assistance, 
new knowledge. government programs) and helps estab
lish links between the local community and sources of 
outside assistance. 

4. Expert. The consultant may have acquired knowledge. 
skill, and experience that is directly applicable to the 
solution of a community's problems or the realization 
of its opportunities. He can directly assist the commu
nity most efficiently by sharing his own understanding 
or abilities. 4 · 
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The role of expert might be most appropriate in imple
menting a leadership training program. However, most of the 
assistance would fit comfortably under the catalytic, process
helper, or resource-linker roles-each of which can be learned 
by selected local citizens. Representatives of public or private 
agencies or organizations in the community may already com
mand considerable knowledge, skill, and experience in one or 
more of the roles. 

Characteristics of a PotentiaUv Effecth·e 
Community Leadership Group 

If broad community leadership competence is to be in
creased, the individuals involved might collectively include 
the following:5 

1. People with advanced education and leadership expe
rience. 

2. Indhiduals who represent the variety of socio-economic 
and ethnic groups in the community. 

3. A mi.'Cture of indhiduals with historic famih· roots, indi
viduals who ma,· have been born elsewh~re but who 
ha,~ lived in the community for a substantial time pe
riod, and indhiduals who are relath·e newcomers. 

4. Citizens who are currentlv im·olved in formal local gov
ernment capacities, both ·e1ecth·e and appointed. 

5. A substantial proportion of indhiduals who have dem
onstrated a firm, long-term commitment to community 
progress. 

l"sually, it will not be possible to achieve such widespread 
involvement immediately upon initiation of a new community 
development program. But as the successful broadening of the 
community-leadership base is accomplished, the potential for 
community development is increased. 

Although leadership devel0pment may prove tu be valu
able in facilitating community progress, it may also be impor
tant to continue some reliance on outside assistance for man~· 
activities. Certain critical kinds of professional skill and knowl
edge may not be available in the local community, and an out
side consultant can directly contribute to resolving key problems 
or obstacles. 
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Role of the Expert Consultant 

Several classifications of "consultants" have been deline
ated: (1) the professionally trained community process special
ist, who may be a university professor, a chamber of commerce 
employee, an extension specialist, a church worker, a social 
welfare worker, a public health worker, etc; (2) the institutional 
administrator who directs or guides several field workers; (3) the 
private planning or development consultant, employed by a 
professional firm; (4) consultants hired full time by the commu
nity to direct planning and de\·elopment programs, or (5) state 
or federal representatives assigned to work with a group of com
munities. 

A consultant may help initiate a development program or 
may simply be requested to assist an effort already underway. 
Development programs that become vital to the participants 
should achieve a momentum of their own and should become 
increasingly the responsibility of the people in\'olved . .-\n effec
tive consultant can help a program remain operational through 
periods of crisis, and he may contribute important knowledge 
about program content and method of approach. 

Great skill is required of the process consultant if he is to 
strike a proper balance between exerting his influence and 
encouraging local initiati\'e and participation. The consultant's 
initiath·e is usually greater in the early stages and then tapers off 
as the local citizens gain confidence and competence. 

The process consultant's job calls for the following com
bination of capacities: 

1. Technical skill in the process and content of community 
planning and development. 

2. Belief in the potential for local self-help and effective 
development programs. 

3. .-\bilitv to understand and communicate with local lead
ers a~d citizens. 

4. Cnderstanding of local politics. community power 
structure. and the dynamics and characteristics of tht:> 
community. 

5. Organizational ability. 6 

The community consultant must bt> willing to accept and 
respect the unique wants, beliefs, needs, customs, values, 
worth, and priorities of local citizens. This mental attitude is 
basic to openness in seeking contributions of local ideas. Citi
zens are usually ready to cooperate with consultants if they are 
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treated as partners in the change process and given the oppor
tunity to do as much as possible for themselves. 

Willingness to accept lay citizens unconditionally is not a 
trivial stance. The consultant must relate to them with due 
respect for their individuality and must seek to understand and 
respect their images of themselves, even when these images do 
not appear to be very realistic. · 

The consultant cannot hope to remain unclassified. Local 
people will want to place outsiders in their frame of reference. 
They \vill tend to interpret everything he does from their image 
of his appropriate role in the community. In this sense. it is 
better for the consultant to expose his value biases and hope to 
be accepted for what he is. 

Consultants must understand the likelihood of conflict over 
development priorities and the potential difficulty of achie\ing 
cooperation and collaboration within the community through 
accepted political and power channels. Failure ta.ommunicate 
effectively \vith influential citizens and leaders of public opinion 
can lead only to serious implementation problems. Confronta
tion -.vith the establishment mav occasionallv be called for, if 
establishment leaders are beha\ing contrary to well•established 
realities. 

Obsolescence of local organizations may be a primary rea• 
son for lack of effecth·e development. It is extremely important 
for the consultant to have a clear understanding of organiza. 
tional alternatives and possible new organizational designs . It 
will be helpful if he understands the process through which an 
organization can be modified or a new organization can be ini· 
tiated. 

A Summary: Some Basic Principles of Leadership 
and Community Development 

Existing principles of community development have been 
drawn largely from experience and have not always been ade• 
quately related to general scientific knowledge. ~evertheless. 
the principles outlined below have proven applicable in many 
communities. Failure usually occurs not because the principles 
are inapp~cable, but more often because local leaders or con· 
sultan ts do not understand how to apply the concepts: 7 

1. Leaders of community development programs must 
treat the community and its surrounding environment as an 
integrated social system. Community development is more 
likely to be effective when decision and action invoh-e estab· 
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lished inform.al primary groupings, as well as formally organized 
committees, councils, boards, and commissions. 

2. The goals of development must be stated in terms that 
have positive value to the community members, and they must 
encompas_s achievements which ci~ens seriously want to attain. 

3. The organizational structure in any community must 
be developed according to the characteristics of the local situa
tion. Imposed organization is often inadequate and inappro
priate. 

4. The community must be an active partner in the devel
opment process. Community development consultants may 
suggest, advise, and propose, but the decisions must be made 
by the community members. 

5. Development consultants and citizens should have a 
thorough knowledge of the main · values and principal features 
of the community culture. This often requires the collection of 
detailed information. A development program is more likely to 
be successful when ideas and actions are in tune with the social, 
political, economic, and ecological systems of the community. 

6. Initial community development activities-study, 
research, and planning-are more likely to succeed when they 
meet the following conditions: 

a. grow out of some strongly felt interest, problem, 
need; 

b. effectively utilize e~isting levels of knowledge, 
skill, understanding; 

c. offer relatively great return for the amount of effort 
and work involved; 

d. offer the least possibility of conflict with important 
attitudes, values, status systems, and security 
systems. 

i. The probability, or at least possibility, of conflict is 
inherent in any community development program. Programs 
involving change are more likely to be successful when leaders 
and their consultants are aware of the following: 

· a. a<:tual or latent incompatibility in the ideas, atti-
tudes, values, status, and security systems of the 
people; 

b. threats to vested interests that may develop as a 
result of the differential abilitv of indhiduals to 
achieve goals through the com~unity development 
program. 

8. Community development is essentially educational in 
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nature. It is a process of learning how to positively change the 
community. 

9. Community development should be based primarily 
on the democratic process. Policy determination and action are 
more likelv to be successful and lasting when thev are- demo-
cratically developed and implemented.~ · 

10. Leadership is more likely to be successful if it is 
broadly representative of the interests and ideas of the people. 

11. De,·elopment stages and procedures must make sense 
to community members. People cannot long support what they 
do not understand. 

12. Change through community development programs is 
facilitated ,vhen the many related activities of \·arious public and 
private agencies are coordinated. \Vhere there are several con
sultants at work. svstematic communication and coordination 
behveen them is es~ential. 

13. The change consultant must earn the personal respect 
of the community's members. He should try to avoid making 
himself the indispensable man in the development situation. 

14. The American community places heavy cultural em
phasis on action. A community development program is more 
likely to succeed when an early emphasis is placed on action. 
•.vithout neglecting research and planning. 

15. Community de,·elopment programs are more likely to 
be effective when the people participating in them constantly 
help to evaluate and reevaluate their objectives, methods. activ
ities, and the total context in which the programs are de,·eloped 
and implemented. 
Notes 

l. Derived from various studies of leadership conducted by William R. ussey 
and Anne S. Williams. For e:tample: Leadership for community dn£"lopmcnt: . .\.nalysis 
of an Indian resen:atwn area. Boi:eman. '.\lontana: Center for Planning an<l Develop• 
ment, '.\lontana State l"niversity, 19il. .-\nd Plurafotic leadenhip and area dneloprrutnt. 
Paper presented at the annual meetings of the Rural Sociolo~cal Society. 19il. 

2. See the preceding selection by Freeman et al. l963. 
3. See Cottle. T. J. Bristol to-..,uhip schools: Str-ategy for chan~e. Saturday Re

deu:, Sept. 20. 1969. 70-"1:Z. for one e:1:ample . 
4. These roles are elaborate<l in iO'eater decail b\ s~·hean. E. H. Prnceu ccm.mlta• 

/ton : Its roll.' 1n or~ani:at1on decelcpment . Reading. '.l.iass.: Addison Wesley. 196!':I. 
5'. Summarized from a list of characteristics described by Ross. '.\I. in Community 

organi:ation. :--ew York: Harper i!c Row. 1968. p. L20. 
6. Adapted from Goodenough. W H. Cv<>peratwn in chane;e. :-St-w York Russell 

Sage. 1%3. p. 3'i7. 
i . We are indebted to Dr. Edward '.\loe. l'nivenih· of t:tah. for manv of these 

principles. For e:tample. see '.\loe. E. Current pertpectices on community. resource 
de~se/opment, Raleigh. :-;orth Carolina: Agricultural Policy Institute. :-.:orth Carolina 
State l'niversity, 1969. 



THE ROLE OF LOCAL GOVERNMENT 

IN COMM UNITY EC ON OM IC ACTIVITY 

Now that you have reviewed the alternative roles that you will assume as an 
elected leader, let's turn to the arena in which you will be directly involved
the local economy. The local economy seems very simple in some ways, yet 
very complex in other ways. Simply viewed, local businesses hire workers to 
produce products which are sold locally or shipped to other communities. The 
businesses may borrow money from the local bank to conduct their operations. 
Workers also borrow money to buy homes and automobiles. 

At a more complex level, state and federal governments impose rules and 
regulations setting .air pollution standards, minimum wages, and transportation 
guidelines. These regulations affect the operations of local businesses both di
rectly and indirectly. Further confusion is added by fluctuating international 
exchange rates, inflation, the decline in the value cf the dollar, and changing 
discount rates by the Federal Reserve System. Bankers and business managers 
will quickly tell you that each of these matters significantly affect the local econ
omy. But the effects are not al ways so easy to identify or to understand. 

A few simple constructs will provide useful guidelines which will enable you 
to feel more .comfortable in your leadership role in the local economy. The in
troduction to the workbook pointed out that all communities are interrelated by 
the flow of resources, money, and people; and that the local economy is more or 
less a mirror image of the national economy. However, the degree of local con
trol over economic affairs varies from one area to another. Some parts of the 
economy, such as interest rates, federal spending, international exchange rates, 
etc. are clearly beyond the control of the local economy. Nevertheless, their 
functional equivalents can be seen in the local economy, as Figure 1 illustrates. 
The interrelationships between the functional equivalents are sometimes very 
important in determining local economic policy. 

An Overview of the Local Economy 

Local governments share four sets of basic responsibilities for economic af-
fairs with other units of local, state, and national government. These include: 

• Providing leadership to achieve community economic goals 
• Setting rules which guide economic affairs 
• Producing services and products 
• Supporting private sector business 
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To analyze these government responsibilities, a clear understanding of the 
components of the local economy should first be achieved. The local economy 
can be defined as the flow of resources combined to produce, distribute, and 
consume goods and services. The way in which resources are bought and sold, 
utilized in production, and finally consumed is ultimately governed by law, 
traditions, rules and regulations which are important determinants of economic 
activity. The local government, as well as state and national governments, 
helps set these rules and regulations. The interactions of governments, firms 
and households result in what is called a local economy (Figure 2). 

Governments, households, and firms also own the range of resources gener
ally used in economic production. These resources are generally referred to 
as land, labor, and capital. Land, in an economic context, refers to all natural 
resources, including minerals°7air, and water. Capital represents products 
that are used in further production. Machines and tools are good examples. 
Labor is the work and skill that humans put into the production process. Al
though management and technology could be added as basic resources, they are 
actually produced, themselves, from combinations of land, labor, and capital. 
Resources are bought and sold by each part of the economy that engages in eco-
nomic production. · 

A Review of How the Local Economy Works 

An economic profile of a local economy reveals a number of economic sec-
tors, such as: 

• Agriculture 
• Forestry 
• Education 
• Manufacturing 
• Wholesale and retail trade 
• Transportation and communications 
• Health and welfare 
• Utilities 

Within each sector, resources are combined by a mixture of business 
firms, households, and government to produce, distribute and consume a wide 
array of goods and services. If we focus simply on the way material products, 
including human labor, are utilized, a circular flow, or materials flow, between 
components of the economy can be illustrated as in Figure 3. 

Money is used as a measure of value to facilitate transactions among compon
ents of the economy . Money is used to measure many different things such as 
wages, taxes, interest, revenue, savings, and many more. The circular flow 
of services and materials is always accompanied by a similar circular flow of 
money that always moves in the opposite direction. Looking again at the same 
components illustrated in Figure 3, the money flows can be illustrated as in 
Figure 4. 
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Fig. 2. Interactions in the Local Economy 
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Money also flows to the owners of the basic resources used by firms, gov
ernment, and households. These flows are called different things in each case. 
Land earns a rent. Labor earns a wage. Capital earns a rate of return, or an 
interest payment just like your personal savings account earns an interest pay
ment. The process of buying and selling production resources, land, labor, 
and capital takes place in the factor markets of the economy. These markets 
represent processes, not particular places. 

The emphasis in understanding the local economy must be on exchange and 
the interactions that take place among sectors of the economy. After land, 
labor, and capital are combined to produce the various goods and services we 
enjoy, these products-cars, houses, toothpaste, and the like--are exchanged 
for money in product markets. 

A brief review of the process of economic exchange among major components 
of the economy may help to remind you of some important interrelationships 
which are very familiar to you. In each community, families and firms are re
quired to pay taxes to local government on the basis of the value of their prop
erty. These payments are real property taxes or personal property taxes. Ad
ditional taxes are based on earnings. These are known as payroll or corporate 
revenue taxes. Taxes may also be placed on local, personal, or corporate in
come, and on purchases by businesses or households in the form of sales taxes. 
(Governments are usually tax exempt.) Local governments, in turn, provide 
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p:,lice and fire protection, roads, utilities in some cases, and administrative 
services to the households and the firms. 

To produce these services, the government must purchase resources, labor 
and materials, from both households and firms and pay for these with the taxes 
collected. Local government provides similar services to firms as to house
holds. In addition, the government regulates zoning for subdivisions, indus
trial parks, and makes plans for adequate size water and sewerage mains to 
meet household and industrial needs. Households and firms interact directly 
as families provide labor to the production process of the firm. Workers often 
organize into groups to form labor unions which bargain on behalf of the workers 
for wages, benefits, and working conditions. With wages received from this 
labor, households purchase goods and services from both businesses and the 
government . 

Each type of tax used by the local government to pay for its services has a 
different influence on the economy. Tracing out the effects of each goes beyond 
the content of this workbook. Yet, one example might be helpful in understand
ing how taxes affect other parts of the economy. Such interrelationships are 
important to an understanding of how the local economy works. Let's consider 
the effect of the real property tax on farmland value. The principles are simi
lar for any other sector of the economy. 

In a farming economy, farmland will sell for what it is worth in producing 
agricultural products. We realize that other things like speculation and sub
division development may drive up land prices, but this doesn't change the 
point of this exercise. 

Assume that land is selling for $1000 per acre . Therefore, every $1000 
invested in land should yield a competitive rate of return, or rate of interest. 
Competitive means that the money invested in land earns as high a return as it 
would if it were invested elsewhere, say in a certificate of deposit at the local 
bank. In this case, assume that the $1000 yields a return of 10% or $100 per 
year to the farmer after all costs of production, including property taxes, are 
accounted for. 

A simple formula illustrates these relations._ Assume 

V=~ r 
where • V is the value of the investment (asset), in this case land 

• A is annual earnings on the asset (land) 

• r is the annual rate of return on the investment in the asset (land). 

In this example, V = $1000, A= $100, r = .10, so that $1000 = $100/ .10. Now 
if property taxes are increased by $25.00 per acre, then the farmer's net re
turn on the $1000 invested in land will be only $75 .00. 

Using the formula given above, we can solve for the rate of return repre
sented by the new net annual earnings of $75 .00. That is, 
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$1000 = $75 
r 

$75 
r = $1000 = .075 

Thus, a return of $75 represents only a 7 .5 percent return on the $1000 in
vestment. Therefore, if the farmer can still get a 10% retur.n at the bank, then 
he/she will only pay an amount for the next acre of land so that $75, the ex
pected annual return, will be at least a 10% return. Again, the formula can be 
used to solve for V, the amount the farmer can afford to pay when $75 is a 10% 
return. In this case, V = $75/ .10 = $750. Therefore, the highest price that 
will be paid for the land will be $750. So the increase of $25 in property taxes 
has caused the price of land to drop from $1000 to $750 per acre. 

While this is a simple example which assumes that nothing changes to off set 
the effects of the property tax, the economic principle is very important. Other 
taxes, such as sales taxes, or other government action, like issuing industrial 
revenue bonds, will not affect property values directly in the same way as does 
the property tax. In the long run, however, any of these government actions 
usually influence indirectly other parts of the local economy. 

Recognition of the pervasive influence of such factors as the real property 
tax is important in developing a community economic policy. A couple of spe
cific areas of concern will further clarify the nature of economic interrelation
ships. We will look first at the issue of community economic growth, and then 
at local banking policy. 

Growth of the Local Economy 

As a local elected official, you will be responsible for establishing policies 
which influence the relative growth of the local economy. There is no necessary 
correlation between growth of the local economy and economic well-being. Most 
people assume, however, that growth is better than no growth, though it ob
viously is not in all cases. 

In fact, economic growth may create conditions that leave the community 
much worse off than before. Traffic congestion, polluted water and air, and 
increased crime are generally associated with rapid growth. Stronger argu
ments for promoting growth can be made if your community has significant un
employment or underemployment. When workers are employed at jobs that do 
not provide opportunities to apply their best skills, then they are underemploye::I.. 
Also, the prevalence of poverty among both employed and ablebodied unemployed 
are good reasons to be concerned about promoting economic growth in your com
munity. The challenge that you face in this regard as an elected leader is two
fold: 

• First, to ensure that the benefits of growth go to those people who 
need additional income or new jobs. (The business sector of the 
local community will always benefit from the increased income and 
expenditures generated by growth.); and 
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• Second, to plan growth in an orderly fashion so that the aesthetic 
quality of community life does not deteriorate in the face of economic 
growth. 

Whether your community favors a policy of growth or no-growth, it will be 
helpful to understand the process inasmuch as it illustrates some important 
economic concepts. Growth of a local economy can be stimulated by three 
basic methods: 

1. Greater efficiency 
2. Import substitution 
3. Export expansion 

1. Greater Efficiency. Relatively more output of goods and services de
rived from relatively less input of resources results in economic growth. Im
proved efficiency may derive, for example, from any or a combination of: 

• greater work effort 
• improved technology and more up-to-date machinery and tools 
• more effective organizational and management techniques 

Improved efficiency results in more wealth for the community as long as it 
is achieved without incurring social costs due to unemployment or more under
employment. In other words, if greater efficiency could be gained only by re
ducing the number in the work force, then the whole society is better off only 
if the unemployed worker can find a new job at a similar level of income. This, 
of course, may require that the person move to another community or state. If 
ore remains unemployed in the local economy, we have achieved greater effi
ciency on the one hand, while on the other all taxpayers incur greater costs 
as they help pay unemployment benefits which the unemployed worker receives 
from the federal government. 

Under these conditions, it becomes very difficult to determine whether the 
community is better or worse off. Generally, we assume that improved effi
ciency is a very worthwhile goal. In the long run, it benefits everyone by re
ducing inflation, strengthening our balance of payments, and creating more in
come throughout society. Labor and capital mobility help solve short-term 
problems of unemployment if the economy is working properly. 

2. Import Substitution. Local residents spend a significant portion of their 
earnings in other communities or on products and services produced in other 
communities. Purchases of insurance, automobiles, and TV sets are examples 
of products that are imported into most communities. Some of the imported 
products could potentially be produced locally if a sufficient market were avail
able to make it profitable. 

Local banks and other lending institutions may be willing to support a local 
entrepreneur with a business idea to produce products or services now being 
imported. New income and employment generate benefits for the local community. 
Examples may be the need for a new restaurant, service station, or trucking 
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firm for residents who usually go to other communities for these services. 

3. Export Expansion. Products and services produced in your community 
but sold to residents of other communities can be called exports. Most prod
ucts of major manufacturing firms are exported from the community in which 
they are produced. Automobiles, for example, flow from Detroit to thousands 
of communities across the country. Agriculture, mining, and recreation are 
other common export industries. 

By increasing exports from your community, money flows back into the local 
economy and stimulates local business. Industries which export their products 
are commonly called basic industries, since they are seen as the basic driving 
force in the local economy. This explains the desire of many comm unities to 
attract or establish new manufacturing firms. They provide local jobs and sell 
their products to other communities, generating a revenue flow back into the 
local economy. Tourism is another basic sector as the community is selling 
its aesthetic or recreational value to visitors from other communities. 

Projecting the growth rate of basic industries may be the best way of pro
jecting economic growth for the community. The level of community income and 
employment depends on the level of export earnings and employment. The con
cept of economic multipliers are derived from the interrelationships between the 
export, or basic, sectors of the economy and the rest of the local economy. 

Employment multipliers represent the total number of jobs in the community 
which are generated by one additional job in the export industries. This may 
occur as each worker employed in the export sector spends money for other 
local goods and services which must be produced by other workers. Also, as 
employment expands in the export industry, new business demand is created 
for other industrial inputs. For example, expansion of furniture manufacturing 
may create more demand for local wood, sawmilling, lumbering, etc. The em
ployment generated by this new production represents a measure of the employ
ment multiplier. 

A quick way to estimate the employment multiplier is to divide total employ
ment in your community by the number of employees in export sectors. For ex
ample, if total employment in your community is 1000 and the export industries 
employ 400, then the multiplier is 1000/ 400 = 2 .S. This method of estimation 
is rather crude since it assumes that an expansion of one employee has the same 
effect at the margin as it has previously had over all sectors of the economy. 
We know this is not exactly correct, but a more precise method becomes very 
complicated and costly. Assistance for more refined estimates may be obtained 
from area planning districts or from economists associated with the Cooperative 
Extension Service of the land grant college in your state. Also, state planning 
agencies may have undertaken statewide studies to determine employment and in
come multipliers for each local area. 

Income multipliers can be estimated in similar fashion to illustrate the 
change in total income in the community associated with a $1 .00 change in in
come derived by export industries. Again, if a community's income is $1 mil
:ion,.. and export earnings are $500,000, then the local income multiplier is 
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$1M/$ .SM= 2 .0. In other words, each dollar generated by sales from the ex
port sector supports two dollars of economic activity in the total community. 
If $1000 of additional income is generated by the export sector, then an addi
tional $1000, or a total of $2000, of income will be generated in the community. 

These estimates may be viewed as upper limits of expected changes. A num
ber of factors may reduce the actual effect. If the economy is operating at un
dercapacity, then the changes associated with expansion will be less than ex
pected in a full capacity situation. The multipliers estimated above implicitly 
assume that all resources are being used to maximum capacity. If they are not, 
then the actual multipliers will be less than those calculated by this method. 

Greater consumer spending outside the local economy and workers being 
hired who commute from other communities both serve to reduce the multiplier 
effect. These leakages from the local economy are usually difficult to control 
and are not always undesirable. Estimates of their magnitude will help guide 
local decisions and are important considerations in developing local economic 
policies. These issues will be picked up again in the second module and ap
plied to a case study. 

Summary Observations on Local Ecor:iomic Growth. This section was in
tended to increase your understanding of the way the local economy functions. 
The concept of economic growth was used, because it is a popular term that is 
often misused. No one likes to argue against growth, even though many com
munities will be better off by not trying to grow. Nevertheless, the good and 
bad aspects of growth should be recognized. Also, you should be aware that 
alternative approaches can be taken to promote local economic growth. Strength
ening the export or basic sector is generally the most popular and perhaps the 
easiest in the short run. Greater efficiency and import substitution may be just 
as significant in the long run. 

National Money Supply 

As stated previously, the local economy is in many ways a mirror image of 
the national economy. The relationship between local banking policy and the 
national money supply will illustrate important linkages between the local and 
national economy. At the same time, the importance of local banking policy in 
determining local economic affairs will be emphasized. As a local leader of 
economic affairs, you will need to be familiar with the banking system. This 
section discusses the relationships between the Federal Reserve System's con
trol of the national money supply and the implications this holds for the behavior 
of local bankers. 

The local economy can be strengthened by both increased savings and de
posits for checking accounts in local banks. The bank is the financial leader 
of the community and, like the elected official, has been given a public trust 
by either state (state banks) or federal (national banks) government to serve 
the financial needs of the local community. The bank is als9 a private company 
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which must make a profit in order to stay in business. Yet, it is different in 
spme ways from other private businesses because of the public trust it has been 
granted. As a result, commercial banks are provided some protection against 
failure by state and federal governments. 

Money supply can be altered by local banks because· they can lend a propor
tion of money obtained from savings accounts and demand deposits (checking ac
counts) to other local customers. Also, the bank itself may make direct invest
ments outside the local economy which keeps its money tied up and prevents the 
local expansion of money or credit. The proportion of savings and checking ac
counts that the bank can lend to other customers is strictly regulated. 

Banks operate under restrictions of fractional reserves. That is, banks are 
required to keep a percentage, or fraction, of all deposits at the bank as ~ 
quired reserves, while the balance, excess reserves, may be loaned out. For 
example, if the required reserve is 25%, then $250 of a $1000 deposit must be 
held by the bank, but the other $750 , the excess reserve, may be loaned to 
other borrowers, either individuals or businesses. As the borrower now has 
a deposit of $750, the bank is again required to keep 25% of the $750, or 
$ 187. 50. Again, the bank is allowed to lend the balance of $ 522. 50. This 
process can continue as the local money supply grows. The maximum amount 
of money that can be created by an initial deposit can be determined by the de
posit expansion multiplier. 

Deposit Expansion Multiplier = 1 
""="""'-..-:..-------,----,,---
Legal Reserve Requirement 

In the above example, the legal reserve requirement was .25, so the deposit 
expansion multiplier is 1/ .25 = 4.0. So each $1000 deposit creates up to 
$4000 in the local economy. 

If the local bank decides not to loan out the money locally, then less money 
is available for local business and consumer use. This may present no problems 
if adequate money is available locally for business and consumer use. Too 
often, however, local banks invest their money outside the local economy and 
create a difficult situation for local business, housing, and consumer spending. 

The national money supply is controlled by the Federal Reserve System in 
three ways. Each of these significantly influences local bank behavior and, 
thereby, the local economy~ These three tools of the Federal Reserve are: 

1 • Changing the discount rate. 
2. Buying and selling government bonds in the open market. 
3. Changing the reserve requirement of local banks. 

The importance of each of these to the local economy can be briefly illustrated. 

1. Changing the Discount Rate. The Federal Reserve can change the inter
est rate (discount rate) that it charges member banks (your local bank) to borrow 
money. Ail local national banks are part owners of their respective regional 
Federal Reserve Bank. When the discount rate is high, the local banker is more 
reluctant to borrow money. But if the banker does not, less money will be avail-
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able to support local business investment and consumer loans in the local econ
omy. 

2. Buying and Selling Government Bonds in the Open Market. Local banks 
are able to provide loans in the local community with their excess reserves. As 
explained above, excess reserves are the proportion of total bank deposits that 
may be used for commercial transactions such as loans and investments. The re
mainder of bank deposits are called required reserves and must be held by the 
bank in case depositors wish to withdraw their money. 

The buying and selling of government bonds by the Federal Reserve has a 
major effect on the money supply because commercial banks, like your hometown 
bank, are major buyers of government bonds placed on the market by the Federal 
Reserve System. These bonds are purchased out of excess reserves and, 
therefore, reduce the ability of local banks to support the local economy. Some 
proportion of government bonds in the bank portfolio are desirable because they 
are secure investments with a guaranteed rate of return or interest payment. 

So, to go back to our $1000 example, assuming the legal reserve require
ment is 25% and that half ($375) of the bank's $750 excess reserve is used to 
purchase government bonds, then the remaining $375 excess reserve can cre
ate additional money in the local economy of only 4 x 375 = $1500, as compared 
to 4 x 750 = $3000 before government bonds were purchased. 

The open market operations affect the national money supply in other ways 
because other so1,1rces of money are taken out of circulation from the economy. 
The important thing for our purposes is to note the significant amount of dis
cretion open to local banks. Local bankers . make the decision about whether or 
not these bonds are purchased. These examples should serve two important 
purposes: 

• The local banker is a key decision maker in the local economy 
and should be involved in community economic planning. The 
banker's decisions can have a profound influence on the di
rection of local economic affairs. 

• The proportion of bank assets which are held in government 
bonds is an important economic indicator of the orientation 
of local banks toward the comm unity. 

Banks which are strong supporters of local housing and business investment 
and consumer spending will hold relatively more assets in the local economy and 
relatively less government bonds. For example, banks in the Central Appala
chian Region, which includes portions of Kentucky, Tennessee, Virginia, and 
West Virginia, tend to be conservative in their support of local economic ven
tures, or simply have less local demand for their funds (Checchi, 1969). A 
1967 study by Checchi and Company found that 24 .1 percent of the Region's bank 
investments were in U.S. Government Securities, compared to 16 .9 percent for 
the Central Appalachian States, and 13 .8 percent for the U.S. (Checchi, 1969, 
p. 55). A more recent study (Shaffer, 1977) showed that the ratio of U.S. Gov
ernment Securities to total assets for Wisconsin banks in 1974 was 11% compared 
to a nationwide average of 9 percent. 
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Fig. 5. Reserve Requirement/Money Supply Relationship 

3. Changing the Reserve Requirement. The third major tool of the Federal 
Reserve to control the money supply may be the most important of all. This 
method is the ability to change the reserve requirement for local banks. You 
should be able to quickly demonstrate the significance of this tool by using our 
previous example and calculating the deposit expansion multiplier. 

For example, we showed that with a reserve requirement of 25%, the poten
tial change in money supply could be determined by calculating the deposit expan
sion multiplier as 1/ .25% =4 and multiplying by the size of the deposit. In this 
case, 4 x $1000 = $4000. If the reserve requirement doubles and increases to 
50%, then the potential expansion is cut in half since 1/ .5 = 2, and 2 x $1000 = 
$2000. Therefore, the relationship between reserve requirement and the money 
supply is like a seesaw except that only one end of the seesaw, the reserve re
quirement, controls the other end, the money supply (Figure 5). 

Since this tool is so powerful, Congress has restricted the extent to which 
the Federal Reserve can change the reserve requirement. The reserve require
ment varies by size of bank deposits. In 1975, the reserve requirements were 
lowered to a~low expansion of the money supply (Barkley, p .257). At that time, 
the following rates were applicable to different size banks: 

Demand Deposit Deposit Expansion 
(millions of dollars) Reserve Requirement Multiplier 

0- 2 7 .5% 13.33 
2 - 10 10.0 10.00 

10 - 100 12.0 8.33 
100 - 400 13.0 7.69 
over 400 16 .5 6.06 

From ECONOMICS THE WAY WE CHOOSE by Paul W. Barkley © 1977, Har-
court Brace Jovanovich, Inc. Reprinted by permission of the publishers. 
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~KING INDICATORS: RELATIONSHIPS TO LOCAL BANKING PRACTICES 
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Fig. 6. Banking Indicator Relationships 

Local Banking Policy 

Another important indicator of the bank's support of the local economy is the 
ratio of bank loans to deposits. Generally, bank loans go to local borrowers, 
either households 0 or businesses. So, the higher the ratio of loans to deposits, 
the more active is the bank in providing support to local economic affairs. 
Shaffer's study revealed that the loan to deposit ratio for Wisconsin banks in 
1974 was 67%, compared to 68% for the U.S. Again, the Checchi study showed 
that the loan to deposit ratio for banks in the Central Appalachian Region in 
1967 was lower (52 .5%) than for either the Central Appalachian States (57. 9%), 
or the U.S. (59 .8%). The authors of the Checchi study concluded: 

The low loan to deposit ratio in the Region indicates 
either lower-than-average demand for loans or greater
than-average conservatism in banking practices .... The 
high ratio of investment in U.S. Government securities in 
the Region indicates a high proclivity for liquidity or a 
lack of demand for loans. Interviews indicated that both 
conclusions _are. valid generally (Checchi, 1969, p. 55). 

Figure 6 summarizes the relationships of these indicators to local banking 
practices. 

A major task of the local elected leader is to discuss these matters with 
local banking officials. These ratios can be compared with those of banks in 
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other communities, and with state and national averages. Banking policies may 
tend to discourage local business entrepreneurs. A general observation is that 
bankers tend to favor non-resident manufacturing concerns who want to locate a 
plant in the community over a local group of investors. The outside firms tend 
to look more stable and secure, partly because of a mystique of the outside pro
fessional rather than for any sound reasons. Local people are well-known, and 
their faults and weaknesses are magnified in the eyes of local bankers. A 
strong educational effort may be required to alter these commonly held views. 

Alternative Roles of Local Government in 
the Local Economy 

What the quality of the citizen's life will be, how the 
challenges of the future will be met, is essentially a task 
for government which is local-local in deliberation, local 
in accountability. I ts task is to plan development which 
matches needs, and which brings into balance the inheri
tance of the past, the problems of the present, and the 
challenge of the future (Maddlick, 1971, p. 53). 

As local governments respond to Maddlick' s challenge " ... to plan develop
ment which matches needs ... ", a number of alternative roles must be adopted 
by local government. Elected officials must provide the leadership in recog
nizing the need for alternative roles and when each role is appropriate. Four 
specific economic roles of local government can be identified which must be ap
plied in varying degrees to meet community economic objectives: 

• Rule setting 
• Proprietary or direct involvement 
• Partnership or mixed involvement 
• Supporting or indirect involvement 

Each·of these roles reflect varying degrees of government involvement in 
the production sectors of the economy. Each role is suited to particular socio
economic situations and will vary as these conditions change. 

Rule Setting Role 

· Perhaps the most significant challenge to effective leadership is the need to 
clearly establish the rules that govern local economic affairs. Many rules are 
established by national and state laws and regulations and, in this way, circum
scribe the zone of discretion for local officials. By establishing rules that en
hance the quality of local life and expedite, rather than impede, day-to-day 
transactions, local elected leaders contribute significantly to community wel
fare. 
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Establishing local ordinances governs and regulates the rate and in
tensity of social and economic change. Such regulations may include various 
types of taxation, zoning, subdivision regulations, land-use planning, licens
ing for specific business activity, and the extent of geographic coverage for 
particular public services. Each of these measures are catalysts which may 
either suppress or intensify the rate and degree of economic activity. Hence, 
these tools are important determinants of private firm and household behavior. 

For example, the City Counci_l in Kansas City, Missouri, recognizes the 
need to evaluate carefully the economic consequences of any new ordinance. 
They use a form called an "Ordinance Fact Sheet" to obtain information on the 
effects of a new ordinance. The fact sheet indicates how the ordinance may af
fect different parties and other community activities, its current and projected 
costs, and who supports and opposes it. (International City Management Asso
ciation, 1977, p. S) You may find that a similar procedure will be useful in 
relating specific decisions back to your community's more general goals. In 
any event, you should recognize that all rules and regulations, including taxa
tion, inf! uence the direction of the local economy. 

Perhaps the clearest way in which rules are used to alter economic behav
ior is when externalities are corrected by taxation or prohibition. Many econ
omi-sts have argued that the sum of individual behavior with each person maxi
mizing his/her own personal well-being adds up to maximum well-being for the 
community. This axiom does not hold true if the process of eco!lomic produc
tion is harmful to a third party in the community who has nothing to do with the 
production of the product. Markets fail to measure the full costs and benefits 
associated with an economic transaction and therefore private behavior does 
not add up to public well-being. The government has a role to play in this pro
cess. 

Assume, for example, that a firm manufactures rubber tires which are sold 
directly to a local buyer for an adequate price to cover operating costs and a 
reasonable (competitive) profit. However, during the production process, 
smoke emissions dirty the wash of a nearby resident who has always hung the 
family clothes on an outside line. Yet, the family must now spend $20.00 more 
per month to have their clothes properly cleaned. This cost is a severe loss 
to the family, but no direct market compensates the family for its losses. The 
family has an option of striking a private bargain with the manufacturer or fil
ing suit in court for compensation. The courts have been favorable to the in
jured party in such cases and, as a result, many local governments have taken 
steps to modify the rules and regulations governing such transactions so that 
they also fall within the purview of market activity. 

Local governments can force the manufacturer to "internalize" these costs 
by taxing the firm an additional $20 .00 per month, the same amount as the costs 
being borne by the injured party. The firm's cost of production would then re
flect the real "social" costs of production and the price of the product would 
have to be high enough to cover all costs including the $20 .00. The injured 
party could be compensated $20 .00 per month if the local government felt this 
was justifiable. 
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Local government should be in a position to recognize market failures, 
public goods, and other areas where private transactions may not be meeting 
the needs of the local community. These are areas which require the local 
elected official to take leadership in filling gaps in the local economy. Under 
such conditions, the rule setting role of local government faces its most ser
ious challenge. These are not always the most popular forms of local govern
ment involvement. Informed citizen opinion is needed to support government 
rule setting, as rules always infringe on some peoples' rights as the rights of 
others are protected. 

Proprietary Role 

In some areas of the local economy, the local government directly owns and 
manages the production of goods and services. A common understanding is that 
the government provides a number of services such as police and fire protection 
while private businesses and corporations produce most material goods as well 
as services such as restaurants and laundries. The ethic of private enterprise 
operating in a "free market" is strongly held in this country. Principally be
cause of values derived from a strong "free enterprise" tradition, the govern
ment generally does not directly engage in the production of a large number of 
consumer items, such as autos ,razor blades, and perfume. 

However, the government is directly involved in the production of many 
goods and services. Ultimately, the citizens of the community decide how much 
and in what way their government should be involved in the production of goods 
and services. Though some established government regulations may at times 
restrict the range of economic activity in which the government is involved, 
those rules and regulations can also be changed by the citizenry. The extent 
of local government involvement in the economy varies along a continuum from 
direct production to indirect support. 

Some economic principles are useful in determining when, and to what ex
tent, the government may be able to play a useful role in the direct operation of 
economic ventures. We can briefly consider the following reasons: 

. 1. Size. If the size of an operation is so large or risky that no local per
son or group is willing to invest enough money to get it started, then the gov
ernment may be able to provide the desired goods or services through invest
ment of tax-derived funds. Public financing of l:ydroelectric dams has been 
partially justified in the past on this basis. Generally, size is not a critical 
factor for private business. 

2. Public Goods . .. Public goods are those for which it is either impractical 
or impossible to establish a market for their use. That is, once the goodsare 
produced, everyone derives benefits from it without diminishing the quantity 
available for the next person. A private firm could not operate such a business 
because no one would be willing to pay for it, since the benefits could be gained 
with no payment. Even if some people were willing to pay for the service, the 
number would be so small that the level of investment ·would be less than socially 
desirable. 
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Examples of public goods are national defense, clean air, ·and lighthouses, 
to name just a few. Paul Barkley's discussion of the lighthouse provides an in
teresting example: 

The hulks of over a thousand ships are known to lie in the 
shallow waters off Cape Hatteras, North Carolina. If the cap
tain of any of the sunken vessels had been aware of his proxim
ity to the treacherous coastal waters, he would have immediately 
turned toward the open sea to avert disaster. In the dark of 
night, though, there is no market where such information can 
be purchased, and as a result the best of captains lose their 
ships. As early as 1775, navigators of ships plying the waters 
near Cape Hatteras requested a lighthouse to guide them away 
from the rocks. None appeared until 1798, when the fledgling 
U.S. Government built the Cape Hatteras lighthouse whose 
light has aided mariners continuot;sl.y since that time. 

Surely the Cape Hatteras light had value in 1775 but no entre
preneur stepped forward to invest time, money, bricks, and glass 
in a tower that would send beams of light out to sea. The light con
tinues to have value in 1977 and it will still have value in 1990, but 
if bids were let for private operation of such a light, no investor 
would respond. How can such an important and useful instrument 
be overlooked by an economic system bent on producing goods and 
services that have obvious economic value? The answer lies in the 
nature of the light's service and in the way that service is consumed. 

The beams flashed from the Cape Hatteras lighthouse are pure 
public goods. Any number of ships can use them without diminish
ing the amount available to others. Unlike books or bread or play
ing cards, a beam of light cannot be claimed solely by one person. 
Once produced, the light is automatically available to all possible 
users. 

A public good is a good or service that can be used simultan
eously by any number of people. One person's use does not dim
inish the quantity available, nor does it interfere with the cap
acity of others to use the good. Moreover, once a public good 
is produced, there is no way of stopping anyone from using it. 
Public goods are sometimes called coll'ecti ve goods. 

Since the light cannot be possessed, it cannot be exchanged 
and therefore no market can develop for it. When no market ex
ists, there is no way for a private entrepreneur to determine if 
too few, too many, or just the right amount of resources are be
ing devoted to lighthouse building. This causes a terrible dilemma 
in a market economy. A valuable good is needed and desired, but 
no market information is available to allocate either factors or 
products (Barkley, 1977, pp. 480-481). * 

*From ECONOMICS THE WAY WE CHOOSE by Paul W. Barkley ©1977, by Har
court Brace Jovanovich, Inc. Reprinted by permission of the publishers. 
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Although no market exists for lighthouses, there is a demand for their ser
vices. Many shipowners are willing to pay to have them installed. Yet, others 
who will benefit from their use simply sit back and let the more willing pay, con
fident that they will benefit anyway. This group of people has been termed "free 
riders," because they want to enjoy the benefits without paying the costs. 

At the level of local government services, many similarities can be drawn. 
You should be able to illustrate how sidewalks, street lights, public parks, and 
health care each have some, or all, of the attributes of a public good. The im
portant questions to ask about each service are: 

• Does one person's use of the good destroy the next person's 
ability to draw the same satisfaction from it? 

• Can the good be used simultaneously by only a few people? 

• Once the service is established, is there any way of stopping 
others from using it? 

If the answer to any of these questions is "no," then the service has some 
characteristics of a public good. This generally means that local government's 
direct involvement in its production and distribution is probably essential for 
the overall well-being of the community. The public good nature of many ser
vices is probably the strongest justification for the proprietary role of local 
government . 

3. Creating Jobs. Local governments may become directly involved in 
business and manufacturing operations if the private sector is not sufficiently 
responsive to meet community needs. The most frequent cases of local govern
ment involvement to create jobs is through the building of industrial parks which 
help attract new manufacturing plants to the community. This activity fits more 
closely into the partnership role of local government and is discussed further 
in the next section. 

Direct involvement of federal and local governments has occurred in areas 
of high unemployment or extreme poverty where jobs have been created by es
tablishing quasi-government businesses. "Community development corpora
tions" (CDCs) have been established by non-profit corporations which are demo
cratically controlled by the community. (Ackerson and Sharf, May 1970). These 
corporations request church, foundation, and both federal and local government 
funds to purchase shares of stock (equity capital) in private, profit-making 
businesses. In this manner, local governments can become direct owners of 
business though usually the ownership is by a community controlled non-profit 
corporation. Local county and city governments have not owned the corpora
tions outright. The democratically elected CC Cs are, however, a functional 
form of local governance and merit discussion in this context. 

Special · Impact Funds of the Office of Economic Opportunity were used in the 
1960s and early 1970s to promote this form of organization called Community 
Development Corporations. Similar efforts were encouraged by private foun-
dations and churches without federal government support. The success 
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record of business enterprises formed under the auspices of CDCs is somewhat 
better than for non-CCC supported businesses. 

Figure 7 illustrates the structure and financial sources used by several 
low-income communities in both urban and rural settings to establish private 
businesses that are owned wholly or in part by the community. The financial 
figures are based on a pallet manufacturing company formed in East Tennessee 
(Deaton, 1975). In this and many other cases, the Small Business Administra
tion (SBA) provided support to organize Local Development Corporations (LOCs) 
which financed the land, building, and machinery with a combination of local, 
private finance, local bank and SBA funding. The LDCs differ from CD Cs in 
that the former simply leases fixed facilities to private business. Though both 
organizations are usually (but not always) government funded, LDCs turn the 
plant over to a private corporation with no further control. With a CDC organ..;. 
ization, the community maintains some or all ownership and has a significant 
voice in the affairs of the "private" company which runs the business. LDCs 
and CDCs have worked together effectively in many areas suffering from severe 
unemployment and poverty. 

The illustration of Figure 7 is unique in several ways: 

• A non-profit representative group in the community which is 
functionally similar to local government acts like a private 
investor and buys part ownership or equity capital in a pri
vate company. This gives the local group (government or 
non-profit) direct decision-making input into the policy and 
operational decisions of the company. So, the local group 
helps run the factory just as it would run an educational sys
tem, or a local water supply. The local group would earn a 
financial return as stock dividends are declared, just like 
any other private investor. 

• This form of organization is distinct from leasing arrange
ments which may require local government financing but give 
relatively less decision-making control to local government. 
Also, leasing arrangements involve a specific financial agree
ment that guarantees a secure return to the local government 
but does not share any profits directly with the local govern
ment. 

• The CDC organization may potentially provide significant 
local revenues from company profits. This would tend to 
lighten the burden of local taxes as the government would 
be receiving a direct return from local business operations. 
Earned revenues could be used to promote further business 
expansion or to provide support for general government 
purposes. 

While some may frown on such examples of community ownership, others feel 
that. a diversity of ownership forms is to be expected in a diverse, democratic 
society. While some economists and businessmen argue that society is best 
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~.served by the private market, others argue that the CDC form of ownership may 
provide a useful alternative to deal with pockets of poverty and social alienation. 
No specific answer can be given at this time. Only further experience and eval
uation will serve to test the idea. 

Partnership Role 

This mixed form of public-private involvement has a long tradition in this 
country. Historically, the government has joined hands with private entrepre
neurs and corporations to achieve. desired economic goals. As a result, the 
U.S. economy is generally characterized as a mixed economy--neither strictly 
a private enterprise nor a socialistic economy. 

The government's role in the partnership has generally been to turn resources 
over to the ownership and direction of private companies or individuals. Histor
ical examples abound. Under the Hcmestead Act of 1862, the federal government 
turred trousands of acres of public land over to the ownership of private families 
in 160-acre plots to anyone who would cultivate it. The development of rail
roads which crisscross the nation followed a similar pattern of joint public and 
private efforts. 

Local governments have adopted a similar stance in their support of private 
business. Local public subsidies to private manufacturing firms are common
place, in spite of warnings that such policies may be ill-advised. For example, 
tax breaks of one form or another are pervasive; however, some states have 
passed laws prohibiting local governments from offering tax breaks to manufac
turing firms. 

Partnership does not always imply subsidization. Local governments have 
established development corporations in most states, including Indiana, to de
velop industrial sites to be leased to private manufacturing firms. The opera
tions of the firm stay in private hands with the local government acting as 
leasor. The private company may or may not receive some type of subsidy in 
the process. For example, the fixed facilities of the plant may be exempt from 
property taxes since the local government is the legal owner. In such cases, 
the firm may be required to make payments in lieu of taxes to the local govern
ment. Other examples of leasor or landlord relationships occur in similar 
fashion with public housing. 

Supporting Role 

This indirect involvement of local government is vital to local economic func
tions. The supporting, or indirect, role characterizes local government func
tions which improve conditions for more effective private operations. This may 
be in the form of local government support for seminars and training sessions 
for the business community, in recruiting new manufacturing firms, or in train
ing workers in skills and techniques which will be useful in the local economy. 
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The training role may be critical when severe unemployment exists in the 
community. For example, commuters from nearby communities often fill local 
jobs while local unemployed people are unable to get the same jobs. This sit
uation reflects the magnitude of training needs of the unemployed. Elected of
ficials are in a position to evaluate key indicators in the local economy, such 
as number of commuters holding local jobs; to provide training for potential 
members of the local labor force; and organize job information systems that 
match the trainee with the job. 

The citizens of Los Angeles became very disturbed about the high unemploy
ment rate in their community. The resulting action taken to deal with the prob
lem may serve as a model for other areas. This educational system was not 
preparing youth for jobs in local industry. The community set out to remedy 
the problem by bringing local industry into a partnership with the local school 
system. 

Briefly, the local school board formed a Regional Occupational Center to 
coordinate the needs of business and industry with the training capabilities of 
the school system . . The Center limited its training to those skills which indus
try indicated as most important for meeting its manpower needs. The five 
centers developed in the city offer over a thousand classes each year to sixty 
thousand students (Los Angeles City Unified School District, 1972). 

This unique example of the supporting role of local government need not be 
a marked exception. Similar approaches can be taken in small towns and rural 
areas to deal with unemployment. The missing ingredient is usually imaginative 
leadership. You can provide that. 





A SOC !AL IND IC ATOR PR OF ILE 

Our discussion will be adequate if it has as much 
clearness as the subject matter admits of, for precision is 
not to be sought for alike in ,all discussion ••• [I]t is 
the mark of an educated man to look for precision in each 
class of things just so far as the nature of the subject 
admits. 

--- Aristotle 

Introduction 

Faced with increasingly complex decisions over which public policies 
best serve the "public interest," government officials have sought a 
means to (a) ,measure the current social and economic condition of society, 
and (b) provide a basis for choosing those policy actions that lead to 
an improvement in those conditions. At the same time, economists, 
sociologists, psychologists and other professionals, the general public, 
and government officials have all recognized that the more traditional 
measures of the condition of society, such as income levels, are impor
tant but may be incomplete measures. As one observer has noted, "For 
many of the important topics on which social critics blithely pass 
judgment, and on which policies are made, there are no yardsticks by 
which to know if things are getting better or worse." [3]1 Yet, while 
such a bold statement may be accepted as a general truth by many people, 
the step from identifying the problem as stated above to solving that 
problem is a long one. The phrase "quality-of-life" has been coined to 
describe the set of broad concerns that encompass the state of human 
welfare, while efforts are made to develop "social indicators" that de
fine and measure the components of quality of life. This study can be 
viewed as part of an ongoing effort by researchers and public officials 

1 Throughout this report, numbers in brackets at the end of a 
sentence identify sources of information listed under references. 

Leonard A. Shabman and James Pratt, AN ECONOMIC ANALYSIS FOR THE 
DEVELOPMENT OF THE COUNTIES, CITIES AND TOWNS OF THE WEST 
PIEDMONT PLANNING DISTRICT: SUPPLEMENT B., 1975, pp. 5-8, 11-13, 
24-25, 33-34, 42, 51-53, 68-69 and 85-87. Reproduced by permission of Vir
ginia Polytechnic Institute/State University, Blacksburg, Va. 
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to develop these measures. Indeed, the fundamental premise upon which 
the following analysis is based is that 

Quality of Life means different things to different people. 
It can be stated that at present no consensus exists as to 
what it is or what it means. Many definitions have been 
attempted--both theoretical and empirical. Yet a consensus 
does exist regarding the importance of the quality of life 
concept, the need to define it, and its significance as a 
potential new management tool. (emphasis added) [5] 

Selecting Social Indicators 

Both from a theoretical and practical standpoint it is impossible 
at this time to delineate the boundaries of the term "quality of life," 
except at the m:,st highly condensed level of philosophical abstraction. 
However, this level of abstraction has no value for meeting the day to 
day decision-making needs of public officials. Thus, the term quality 
of life is rejected as having any useful meaning for the work being 
done in this study. Quality of life suggests the pursuit of ultimate 
human aspirations reflected in such emotive words as "happiness," 
"welfare," ''self-fulfillment" and "satisfaction." For analytical 
studies designed to assist in choosing policy actions in the public 
sector such emotive definitions are of limited use. The view of qual
ity of life depends upon the time, the place and the values and per
ceptions of individuals. While all individuals would agree that terms 
such as happiness are reflections of quality of life, when pressed to 
expand on these terms, mst people will resort to a list of items that 
are amenable to social indicator measurement, such as adequate income, 
good health care, clean water and air, and the like. For purposes of 
this study, a social indicator is defined as 

an aggreate or representative welfare measure; that is, as 
a statistic that measures the extent to which some goal of 
general interest has been achieved. The indicator can be 
obtained by aggregating other statistics into a meaningful 
summary statistic or by selecting from some properly defined 
set of statistics one series whose m:,vements are reasonably 
representative of the rest. [5] 

There are innumberable potential indicators. The task of this study 
is to identify a useful set of indicators, but not to carry it to the 
step of asking what the ultimate human impact of a change in such indi
cators might be, or how important such a change might be relative to 
other indicators. For example, family income may be used as a social 
indicator since mst would agree that income is important to a majority 
of individuals, and, all other things equal, as income increases quality 
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of life increases. This does not suggest that a fixed change in income 
results in a fixed change in "happiness" or any other emotive concept of 
quality of life. In addition, the general philosophy of this study is 
that the only meaningful way to interpret indicators is as a relative 
concept. Specifically indicators can tell how one area ranks compared 
to others. With this in mind, the following set of guidelines are 
suggested for selection and measurement of social indicators. 

1. Geographic areas will be compared and not individuals. In 
this study the counties of Virginia (with the inclusion of 
independent cities) will be the units of analysis. 

2. Although theory cannot identify a complete system of social 
indicators, it does provide a sound basis for identifying some 
indicators and suggests a means for their measurement. There
fore any basic consensus o.n social indicators stemming from 
the definitions and concepts of multiplicity of disciplines 
should be reflected. 

3. Social indicators should seek to measure valued outcomes of 
the socio~political economic system and not the inputs into 
these systems. This concern reflects the need to distinguish 
between ends and means. As a starting point, consider the 
following: 

a. Some social outcomes are viewed as ends in themselves, 
Ex.: quality education 

b. Some social outcomes are viewed as means to a further 
end, Ex.: education helps earn an increased income 

c. Thus, some outcomes can be both means and ends. 

Therefore, the admonition that outcomes of socio-political
economic systems be measured and not inputs presents some very 
difficult definitional distinctions. The basic principle fol
lowed here is that whenever it can be adequately demonstrated 
that a S.I. reflects a desired outcome its measurement will be 
attempted. Beyond this if it can be argued that this same 
outcome is a means to a further end then that end will also be 
included as a S. I. as well. 

Following from this argument the notion of a social indi
cator production function might be developed. The production 
function, a term borrowed from economics, relates inputs to 
outputs in such a manner that one can identify how any given 
input or set of inputs will affect the level of output. Thus 
for example, a production function for corn may tell us how 
much corn can be grown given different combinations of fertil
izer and water on a particular piece of land. Using this same 
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logic one might ask what particular conditions in an area are 
related to the movement of a particular social indicator. This 
will be particularly important in relating alternative growth 
potentials to social indicator measures. Each indicator should 
therefore be defined in such a manner that alternative public 
policy and private actions may be evaluated as to their effect 
on the indicator itself. 

4. Each indicator should measure as accurately as possible, given 
existing data limitations, a single concept; that is, there 
should be little ambiguity as to what is being measured or 
overlap between measures. 

5. Measurement variables for use in developing social indicators 
should be based upon accurate and readily available quantitative 
data. 

6. Insofar as possible each indicator should, to the lay observer, 
be an understandable measure of the social state it seeks to 
represent. Since these indicators are designed to help in the 
public policy process, it is critical that the policy maker 
and the public have measures both can understand and use 
effectively in policy discussions. For each indicator it 
must be possible to clearly state: 

a. the bias inherent in the measure itself in that it may 
be only an incomplete measure of the phenomena; 

b. the bias that may stem from weighing of different measures 
that are combined to measure one phenomena; and 

c. the bias that may stem from judgments about the desirability 
of an index component moving one way or the other. 

This is particularly important to prevent misinterpretation of 
those indicators that are developed. 

Identification of Potential Indicators 

Faced with inadequate conceptual bases for identification of social 
indicators, the researcher is faced with a potentially endless task of 
identification. Indeed the list of current areas of social concern is 
tmlimited. The U.S. Dep~rtment of Commerce's recent publication, Social 
Indicators - 1973, identifies eight areas of social concern and seeks to 
develop measurements of their level. [6] The categories include: 
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1. Income (Ecomomic Well-Being) 
2. Employment 
3. Housing 
4. Population 
5. Education 
6. Health 
7. Public Safety (Crime) 
8. Leisure and Recreation 

The[se] concerns thus embody widely held social objectives: 
Good health and long life, freedom from crime and the fear 
of crime, sufficient education to take part in society and 
make the 11X>st of one's abilities, the opportunity to work 
at a job that is satisfying and rewarding, income sufficient 
to cover the necessities of life with opportunities for im
proving one's income, housing that is comfortable within a 
congenial environment, and time and opportunity for dis
cretionary activities. (6] 

For the initial purposes of this study, it was proposed that these 
categories of social concern be considered as social indicators. Of 
the eight potential indicators six will be developed in detail. Because 
of data limitations the crime indicator was not considered. Leisure and 
recreation considerations are discussed elsewhere in this study. 

THE SOCIAL INDICATOR PROFILE 

Economic Well-Being 

Historically the principal measure of a society's progress has been 
an economic one. Admittedly this limited conception of human goals is 
no longer acceptable; however, it is certainly the case that there is an 
"economic" aspect of life that should be evaluated. Social indicator 
studies that do consider the level of economic well-being use current 
11X>ney income as a convenient, but rough, measure of the concept. Income 
is usually evaluated in terms of total and average current money income 
for the particular area. An additional concern is often the number of 
people who live below a defined poverty level with respect to current 
11X>ney income . 

However, the problem with using money income as a measure is that 
it ignores many components of economic well-being. In fact, the term 
income .must be carefully defined. One general definition says that an 
individual's economic well-being, should be thought of as a function of 
the flow of services over which he currently has, or potentially has, 
command. Thus, the concept of income as a measure of economic welfare, 
must account not only for current money income which can be measured as 
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a flow, but also must consider the stock of wealth controlled at any 
given time which can provide a flow of services in future time periods. 
Also of importance is the effort involved in earning the income. In 
addition, from the co111D1UI1ity perspective the distribution of such income 
and wealth is important. 

Specifically for this study, income per family measures the flow of 
realized earnings to the general population while other areas of concern 
include the stock of human, and physical and intangible wealth, the dis
tribution of earnings and wealth between individuals, and the work effort 
needed by individuals to earn income. These broad components of economic 
well-being give some direction to identifying an inclusive set of measure
ments for each component and the concept of economic well-being. Table 1 
identifies the nature of the data used in development of the indicator of 
economic well-being. An index of economic well-being was developed for 
each county based upon consideration of all the measurements of the four 
components cited above. The implicit assertation is that for each of 
these measures to get quantitatively larger is "better". 

One of the measurements used for income distribution may warrant 
further explanation. The concentration of income with few families in 
an area is often one way of arguing that the income distribution is 
"tmdesirable." The measure used here ranks family incomes from highest 
to lowest then asks what percent of the families earn incomes that 
represent claims to the top 60% of the income in the area. The larger 
is this percentage the larger the number of families who share in the 
communities income, and hence the more desirable the income distribution. 

Data limitations or inconsistencies in reporting units or defini
tions ma.de it impossible to use the "best" measures of the EWB catego
ries. However, it is felt that those which were used are quite 
satisfactory. Income figures exclude income in-kind, distributional 
measures include only the distribution of income and not wealth, and 
wealth measures are only proxy values. The human capital stock measure
ment is limited in its completeness and work effort does not consider 
commuting distance, cost of transportation, work hours, work conditions, 
etc. The hope is that the variables which are included will move in the 
same directions as those that are excluded and therefore will serve as 
useful measures of the category in question. 

Employment 

There usually exist two concerns when discussing employment: (1) 
the availability of work, and (2) the quality of the work experience. 
The first concern asks whether people willing and able to find work can 
do so. The second concern focuses upon working conditions which include 
such items as earning power of given occupations, fringe benefits, job 
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MEASUREMENTS USED IN THE ECONOMIC WELL-BEING INDICATOR 

ECONOMIC WELL
BEING COMPONENTS 

Income (flow of earnings) 

Income distribution 

Personal wealth 

Effort needed to earn 
income 

MEASUREMENTS 

- mean familya household incomeb 

- % of families earning more than 125% 
of defined poverty incomec 

- % of families which earn top 60% of 
total community income 

- % of males with college educationd 
- wealth related incomee per family 

- income per employed workerf 

aA family consists of a household head and one or more other 
persons living in the same household who are related to the head by 
blood, marriage, or adoption. Not all households contain families, 
since household units may be composed of a group of unrelated per
sons or one person living alone. Source: [7] 

bincome figures include money income to individuals from wages 
and salaries, non-farm net self-employment, Social Security or rail
road retirement, public assistance and all other. Such income esti
mates are made before deductions for personal income taxes, Social 
Security taxes, union dues, medical deductions from payroll, etc, 
Source: [ 7] 

cThe definition of poverty income for any family depends on more 
than an income figure alone. Also included is the need to pay for a 
nutritionally adequate food plan based upon such factors as family 
size, sex and age of family head, number of children under 18 years, 
and location of residence as farm or non-farm. Source: [8] 

d Males completing four or more years of college as a percent of 
the total population. Source: [8] 

eWealth related income reflects the holdings of real estate, 
stocks, bonds, savings accounts and other forms of wealth. The data 
are only a proxy for this value since it reflects the conversion of 
wealth to a flow of income for the year 1970, under the assumption 
that this conversion bears some constant relationship to the stock 
of wealth. Source: [ 11] 

f Employed persons were persons holding jobs at the time of 
survey. (Full time and part time,) Source: [8] 

Table 1. 
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satisfaction and job safety. Data are not available for measuring most 
of these items. Therefore, this employment indicator will be limited 
to availability of jobs and earning potential of jobs. Table 2 displays 
the components of employment and the measure proposed to assess these 
components. In general as these variables get larger employment 
"improves". 

Housing 

'The Housing and Urban Development Act of 1968 stated as a basic 
national goal that every American family should have a decent home and 
a suitable living environment. On a more general level, every community 
wishes to have housing available to its citizens in adequate amounts, 
of adequate quality, and at a cost most citizens can afford. No doubt 
these terms and descriptions conjure up different images in people's 
minds, and, indeed, in housing selection, people's tastes are so variable 
that it becomes virtually impossible to say for any individual what 
''better" housing would be. Quality of the neighborhood, proximity to 
schools, environmental setting, etc. take on different meaning and dif
ferent importance for individuals. 

For developing aggregate measures, it is necessary to step back 
from these specific concerns and deal with generally acceptable measures 
of housing quantity, quality, and cost. Table 3 shows the component 
that is to be measured and the variable used to measure it in the sub
sequent analysis. The procedure has been to collect data for each 
county in Virginia (with cities included within county geographic 
boundaries). Thus for each county an index of housing is developed 
based upon consideration of all the measurements of the various com
ponents of the housing indicator. The implicit assertation is that as 
each measure gets smaller housing is getting ''better". 

As is always the case, these measurements are proxy values for the 
concepts of concern. The lack of plumbing is an extreme measure of 
housing quality, but there is good reason to believe that it will xoove 
in the same direction as structural integrity, safety, convenience and 
numerous other possible quality measures. Clearly the cost of housing 
depends in part upon the quality of the house purchased. To some extent 
this has been accounted for using the median value of houses that had 
complete plumbing facilities. As with any measure of central tendency, 
the median does not tell us anything about the distribution of housing 
costs which is, of course, of some concern. One further comment on 
housing cost bears mention. The words "can't afford'' refer to the gener
ally accepted rule of thumb that a family should not spend more than 
2.5 times annual income for a house. Thus, what this variable measures 
is the percent of families who must violate that rule to purchase a house. 
In spite of these limitations, it is felt that the housing indicator 
developed here is quite satisfactory. 
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MEASUREMENTS USED IN THE EMPLOYMENT INDICATOR 

COMPONENT MEASURE 

Quantity (job availability) - percent of 
employed a 

total labor force 

Quality - weekly wage per worker in se-
lected economic sectors includ-
ing construction, manufacturing, 
and servicesb 

a Source: [ 8]. 

b Source: [ 12] • 

Table 2. 

MEASUREMENTS USED IN THE HOUSING INDICATOR 

COMPONENT OF HOUSING MEASURE USED 

~uantity (crowding) year-round housing a - persons per unit 

Quality - percent of total ocgupied units lacking 
plumbing facilities . 

Cost - percent of families that can't afford 
the median value house having all 
plumbing facilitiesC 

aA housing unit is a house, apartment, group of rooms or single 
room intended for occupancy as separate living quarters. Year-round 
housing units include vacant units intended for year-round use, but 
exclude units held for seasonal occupancy or for migratory labor. 
Source: [ 8] 

bThese are units which do not have piped hot and cold water in 
the structure, and flush toilet and bathtub or shower inside structure 
for the exclusive use of the occupants. Source: [ 8] 

cThe median value is the value which divides the distribution 
into two equal parts with one-half of the housing units costing less 
than this value and one-half costing more. 

Table 3. 
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MEASUREMENTS USED IN THE POPULATION INDICATOR 

COMPONENT MEASURE 

Change in size Net migration into the community 
1960-1970 

Productivity Change in percent of population with 
Characteristics of high school education--1960-1970 
population 

Change in percent of population less 
than 18 and greater than 65 years old, 
1960-1970 

Source: [ 8] 

Table 4. 

MEASUREMENTS USED IN THE EDUCATION OUTPUTS INDICATOR 

COMPONENT MEASURE 

Quantity - percent of high school students who do not drop 
out of school 

Quality - achievement test scores for grade 11, reading 
- % of high school graduates continuing to college 
- composite achievement scores for grade 6 

Source: [ 9' 10] 

Table 5. 
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Population 

A major concern of many communities is the change in size of their 
populations over time. However, while the number of people is of inter
est, so too are the characteristics of those people. Such characteristics 
can have important implications for the future economic and social 
productivity of the area. The rate of migration can tell a community 
so•thing about trends in total population, while the education of the 
people residing in the community and the proportion of individuals who 
are usually dependent upon the rest of the community for support can 
provide an indication of productivity. 

Table 4 shows the variables that are used to measure the population 
indicator. The procedure has been to collect data for each county and 
city in Virginia and compute indices of population. The assertation is 
that as each variable gets larger the population measure improves. 

Education 

Until recently the success of the schooling process was frequently 
measured in terms of inputs. Such indexes as class size, expenditure 
per pupil, and teacher salaries were used as criteria for judging the 
educational system. These inputs occur at a point in time and provide 
a variety of outputs as the end product of the educational process. 
Schematically the outputs can be viewed as follows: 

Educational 

Student 1-- ------- -
Process and 

inputs 

improved lifetime income 
preparation for life (socialization) 

~ cultural development 
knowledge for knowledge sake 
effect on next generation of 
students 

Recently the focus has shifted to the measurement of outputs. As 
former President Nixon noted in his education message to Congress of 
May 3, 1970: 

The greatest need for the school system of the nation is to 
begin the responsible open measurement of how well the educa
tional process is working. It matters little how much a school 
building costs; it matters a great deal qow much a child in 
that building learns. [4] 
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Yet, while one might argue that outcomes measurement is of prime im
portance in evaluating education, the task is not a simple one. Useful 
data are extremely limited even when one is able to define and identify 
what should be measured. Beyond this problem, recent research and 
analysis has indicated that the characteristics of a child's environ
ment, his parent's aspirations, his teacher's expectations and his 
concept of self and society may be mre closely related to educational 
achievement than the educational process and its attendant inputs. 
Thus, one may ultimately be forced to resort to some input measures as 
social indicators because of the limitations cited above. Nonetheless, 
as a first step, the process of setting forth the conceptual framework 
one might use in measuring educational outcomes will provide a basis 
for selecting measures to be used in this study. 

It can be argued from a theoretical standpoint as well as a prac
tical standpoint that the product of education has both consumption 
and investment components . 

• • • As a [consumption] product it may be defined in terms 
of the quantity consumed and the quality; its investment 
characteristics can be seen as inputs into economic growth 
and further advances in the quality of life. [4] 

Toe following display highlights the general classes of effects 
that fit under each category as well as suggested measurements for each 
class. 

Consumption 

Quantity 

High school com
pletion rates 

Quality 

Achievement tests 
Consumer efficiency 
Moral and citizenship 

values 

Investment 

Income 

Lifetime 
earnings 

Employment 

Unemployment 
rate 

Consumption-Quantity: This refers to the consumption of the educa
tional product by relevant age groups in the population. Basically, it 
seeks to identify the extent to which school-age populations are in
cluded within the educational process at preschool, elementary, and 
secondary levels. Toe quantity of graduates from the secondary school 
system reflects the total availability of the educational "product". 

Consumption-Quality: Children do not enter a school system with 
equal endowments of knowledge and skills, and this has led some to 
question the school system's ·ability to influence the quality of the 
final product. However there is, no doubt, some influence of the school 
system and, while indicators may measure the combined effect of the 
schooling experience and the students initial endowment, it is still 
useful to examine such measures. Quality measures will seek to evaluate 
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the levels of educational competence achieved by student populations. 
In the longer term the quality of the educational experience may be 
described by the behavior of the products of the educational system 
once they leave school. Thus, effects such as reduced juvenile crime, 
while dependent upon a wide range of factors, can be influenced by 
education. 

Investment Effects-Income and Employment: To the extent that 
education is a preparation fo~ working life it may be wise to consider 
the effects of education on earnings and employment of the future labor 
force. However, to foresee the future for the current student popula
tion is impossible . 

The previous discussion has not been an attempt to downgrade the 
importance of the inputs into the school system. At a minimum, "quality" 
schools may have value to the society as an end in themselves. As such 
the indicators for education will evaluate both educational outputs and 
inputs. Tables 5 and 6 will indicate the components used to measure 
inputs into, and outcomes of, the educational process by county and 
independent city. In both cases the higher the variable of concern 
the ''better" is the situation. 

Health 

Health, like education, is an area which lends itself to the use of 
both inputs and outcomes measures. While one would expect an area's 
health inputs to be related to its outcomes, this may not necessarily 
be the case. The non-accessibility to these inputs by groups within the 
area (such as racial minorities, elderly residents, or low-income 
residents) for social or economic reasons and the nature of the actual 
physical environment present in an area may account for relative dis
parities between the levels of health inputs and outcomes for any 
particular area. However, to assume such non-accessibility to inputs 
could only be done if its existence could be quantified and its mag
nitude measured. The same would apply to differences in the physical 
environment. Therefore, no adjustments are made with respect to inputs 
and the measures used here can be interpreted only as the relative in
puts available to the total population and not those~ by the total 
population or by any particular segment. Table 7 shows the variables 
used in the health inputs measure. 

Health outputs can be more easily standardized for differences in 
the social and economic characteristics of an area. For example, the 
number of total deaths in any area can be hypothesized to be related to 
such things as the proportion of women in the population or the propor

tion of elderly residents. For our purposes, the proportion of elderly 
residents in each data area is used as a means of standardizing the 
total number of deaths (I); infant deaths are standardized for the 
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MEASUREMENTS USED IN THE EDUCATION INPUTS INDICATOR 

- % of instructional personnel holding advanced degrees 

- total cost per pupil in average daily membership, regular day 
school 

- pupil-teacher ratio 

Source: [ 9] 

· Table 6. 

MEASUREMENTS USED IN THE HEALTH INPUTS INDICATOR 

- Total dentists per 10,000 total population 

- General practitioners per 10,000 total population 
, 

- Total office based doctors (not including hospital based 
practice) per 10,000 total population 

Source: [ 1, 2] 

Table 7. 
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number of live births (II); and the number of preventable or potentially 
curable disease deaths are standarized for the number of total deaths 
(III): 

(I) 

(II) 

(III) 

Total Deaths 
Population 65 and Over 

100 

Infant Deaths 
Live Births 

100 

Disease Deaths 
Total Deaths 

Table 8 indicates the health outcomes measures used. 

RELATIONSHIPS BETWEEN INDICATORS 

The original premise about social indicator analysis is that there 
are multiple dimensions to ''quality of life" and that separation of 
these is appropriate for both analytical and policy making purposes. In 
the previous discussion, this separation has been accomplished by aggre
gating numerous measurements for different communities into eight separate 
indicators. Nonetheless, there remains the problem of estimating overall 
community achievement. Multiple correlation analysis was used in an 
attempt to gain some insights concerning overall achievement by establish
ing the relationship between the community's level of Economic Well-Being 
(EWB) and other indicators. Insofar as a strong relationship exists we 
might conclude that: 

a) a community's ranking on mst indicators will be similar to 
its ranking on the Economic Well-Being indicators, and 

b) .if a community can increase its level of economic well-being 
it is probable that other indicators will move up also. 

Correlation analysis was employed to estimate the strength of the 
relations. To give a simple example of correlation analysis, assume, 
there are three people 5, 10 and 15 years old, and they weigh 45, 90 
and 135 pounds respectively. If you examined the relationship between 
age and weight, you might conclude that there was a strong correlation. 
In this case the correlation isl, or a perfect correlation, since each 
increase of 5 years of age corresponds to an increase in weight of 45 
pounds. If on the other hand all the people weighed the same, we might 
conclude that there was a zero correlation between age and weight. 
Values between O and 1 would indicate different levels of correlation. 
One note of caution is in order here. Correlation does not mean 
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MEASUREMENTS USED IN THE HEALTH OtITPUTS INDICATOR 

- Deaths standardized for a age 

- Infant deaths per 100 live birthsb 

- Disease deaths as a proportion of total deaths C 

a . 
Total deaths are recorded for place of residence. 

b Infant deaths are deaths of children under one year of age 
by place of residence. Live births refer to any birth in which the 
new born infant breathes or shows any other evidence of life. 

C Disease deaths used for this analysis are acute bronchitis 
and bronchiolitis, influenza, pneumonia, bronchitis, emphysema, and 
asthma, peptic ulcer, appendicitis, hernia an:i intestinal obstruc-
tion, cirrhosis of liver, cholelithiasis, cholecvstitis and 
cholangitis, nephritis and nephrosis, infections of kidney, hyper-
plasia of prostate, complications of childbirth, pregnancy, and the 
puerperium, congenital anomalies, certain causes of mortality in 
early infancy, symptoms and ill-defined conditions, and all other 
diseases. 

Source: [ 10) 

Table 8. 

CORRELATION OF SOCIAL INDICATORS WITH THE 
ECONOMIC WELL-BEING INDICATOR (EWB) 

MEASURE OF NUMBER OF 
INDICATOR CORRELATION OBSERVATIONS 

Economic Well-Being 1.0 102 
Employment • 74 102 
Housing • 76 102 
Population .66 83 
Educational Inputs .33 80 
Educational Outputs • 72 80 
Health Inputs .33 102 
Health Outputs - .08 · 102 

Table 9. 
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causation. Thus, when one indicator seems to move up or down in response 
to changes in another indicator, it is not certain that one is causing 
a change in the other. 

Table 9 gives the results of the correlation analysis for social 
indicators which were developed using the counties and cities of Virginia 
as observations. 

The results of Table 9 are quite illuminating. The EWB indicator 
is strongly relat~d to Employment, Housing, Population and Educational 
Outputs. Thus, communities that rank high on EWB appear also to rank 
high on these other indicators. This is not, of course, surprising, 
but it does suggest that the quantity and quality of employment, desir
abl~ migration trends, and the pro<lJcts of the school systems do relate 
to the level of Economic Well-Being. 

In summary, it appears that roovements of the EWB indicator will be 
correlated with movements of four indicators: Employment, Housing, Popu
lation, and Education Outputs. Although Health and Education Inputs do 
not move with EWB they are variables that are under the control of local 
authorities. The community therefore may choose to put more funds and 
effort into hospital and educational facilities. However, they should 
be cautioned that the evidence here suggests little connection between 
the inputs into the health and education processes and their outputs. 
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SUMMARY OF MODULE I 

The readings in this module were designed to increase your understanding 
of a local economy and the role that local government plays in the functioning of 
the local economy. The first three readings were selected to provide an analy
sis of the alternative roles played by elected community leaders. The first 
outcome will be achieved if the reader reflects on these roles and applies them 
to each of the ~ternative tasks outlined in subsequent readings. 

The next reading provided an overview of the components of a local economy. 
The reading emphasized that the local government is an active participant in the 
local economy. The taxing and spending operations of local government have an 
impact on the economy similar to the buying and selling practices of private 
businesses. 

The second desired outcome was achieved by providing examples of the var
ious roles of local government in the economy. These were (1) rule setting, 
(2) proprietary, (3) partnership, and (4) supporting. An economic rationale 
was provided for this range of inv-olvement. We emphasized that the local gov
ernment can be as active and directly involved as local citizens desire and de
mand their government to be. The extent of government involvement may lie any
where along a continuum from a direct role in owning and producing goods and 
services to an indirect, supportive role wherein the government provides services 
that principally enable the private sector to more effectively meet public needs. 
The Los Angeles Regional Occupational Centers (ROCs) were described to illus
trate an active, but essentially supportive, government role in the economy. 

The banking system was discussed in more detail to show the functional 
linkage between the national and the local economy. While national policies 
circumscribe local decision making, local bankers have a great deal of lati
tude in their decisions about money supply, loans, and investments. The read
ing suggested that two indicators of local banking provide some measure of the 
bank's responsiveness to local economic needs. These were: (1) the loan to 
deposit ratio, and (2) the proportion of assets held as government securities. 
A high loan to deposit ratio and/or a low proportion of assets held as govern
ment securities may indicate a more responsive loca:l banking system as com
pared to other communities. 

Use of specific economic indicators was suggested in several readings. 
Each example of local government involvement in the economy presupposes 
that selected indicators of community well-being were monitored and used as 
a basis for community action. For example, public goods may be provided 
after a community realizes that the private sector is not producing some goods 
and services that local citizens desire and need. Community Development Cor
porations have been organized when indicators of poverty and unemployment 
suggest that new jobs will be created only if government and community organ-
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izations take a more active role. Local entrepreneurs may complain to elected 
officials that banks will not provide financial support for their business ven
tures, stimulating the local official to meet with bank officials to examine the 
bank's policy toward local economic development needs. 

The third desired outcome was achieved by the underlying assumptions con
tained in each of the readings. However, the use of specific economic indicators 
was analyzed in greater depth in the final reading to clarify the nature of the 
data needed for evaluating components of the quality of life. The examples of 
economic indicators in this reading provide a model that communities could 
adopt in order to comprehensively measure the present economic status of their 
community and to compare their status with other communities. 

At this point, turn back to the self-test for Module I, p. 5 , and review 
your answers to see if they are compatible with the author's answers. If 
you are not sure why the author has selected a particular response, review 
the relevant reading(s) and determine whether the difference is one of fact or 
of individual perspe~ti ve. The answers to the self-test are as follows: 

1. b 6. b 12. C 18. b 
2. b 7. a 13. C 19. C 

3. C 8. C 14. C 20. C 

4. b 9, b 15. C 21. C 

s. b 10. C 16. a 22. a 
11. a 17. b 



MODULE II 

DETERMINING AND IMPLEMENTING 

ECONOMIC POLICY 

This section of the workbook should be approached with confidence, now 
that you understand the basic components of a local economy as outlined in 
Module I. Also, the first Module emphasized that as an effective elected lead
er, you have a public responsibility to be actively involved in establishing com
munity economic policy. That policy may subsequently entail a direct role for 
local government or a more indirect supportive role. Whichever path is cho
sen, with your guidance that path will be followed with a clear appreciation of 
the potential consequences for the local economy. 

At a minimum, the local elected official should accept responsibility for 
facilitating a two-way flow of information between leaders and citizenry about 
the status of local economic affairs and alternative approaches that local gov
ernment may take fo guide the course of local economic events. Unless an ac
tive role is taken in local economic affairs, the elected leader will have to ac
cept responsibility for economic consequences that occur without active com
munity input. Ultimately, the leadership provided at the local level will de
termine in large part the quality of life in your community. 

This Module is designed to provide guidelines for formulating community 
economic policy, to introduce tools for evaluating the potential effects on the 
community of different economic events, and to describe different approaches 
taken by communities to deal with particular economic problems. · 

Prerequisites 

Completing Module I of this workbook is the only necessary prerequisite. 

Rationale 

The ability of local government to effectively plan and manage its involve
ment in local economic affairs can be enhanced by a conscious process of "ca
pacity building." A recent report by the Office of Management and Budget (0MB) 
identified three different elements of government management capacity (0MB, 
1975): 
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1. Policy management capability involves: 

• the identification of community needs 
• the analysis of viable options 
• the selection of feasible, effective programs 
• the allocation of necessary resources to accomplish 

program objectives 

2. Resource management capability depends on a basic administrative 
support system for: 

• budgeting 
• financial management 
• procurement and supply 
• personnel administration 

3. Program management capabUity is the ability to implement commun
ity policy along functional or organizational lines such as: 

• education 
• law enforcement 
• economic planning 
• welfare reform 

Each component of these three elements of management capacity is an essen
tial part of the process of formulating and implementing local economic policy. 
Local government management processes will be only as effective as the weak
est link in the chain of the process identified as "capacity building." Serious 
attention must be given to each of the above points. 

Desired Outcomes 

Upon completion of this module, the reader will be able to do the following: 

1. Discuss the process that can lead to the establishment of 
community economic programs. 

2. Identify the various ways that community economic programs 
can be implemented. 

Readings and Activities 

This module consists of a self-test and a set of readings designed to inte
grate the basic concepts of the local economy presented in Module I . The in
itial activity in this module is to complete a multiple-choice self-test on the 
contents of the module. The test is designed to stimulate your thinking and to 
help clarify concepts that will be presented later on in the readings. 
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The initial reading achieves the first desired outcome by leading the reader 
through a classical approach to establishing and implementing economic programs. 
The steps in this process include: 

• assessing community needs 
• formulating policy objectives 
• specifying and weighing alternative approaches to specific problems 
• programming and implementing actions to achieve objectives 
• evaluating and reassessing goals and objectives 

In discussing the process, the local economy will be illustrated in further 
detail and certain constructs will be introduced to aid the local leader in work
ing with different local groups to more effectively program and implement local 
economic policy. 

A general framework and· some case examples for achieving the second de
sired outcome will also be addressed directly in the first reading. Subsequent
ly, a series of readings are presented that further explain alternative approaches 
to implementing community economic policy. The first of these, "State and Local 
Capacity to Manage Growth," elaborates and refines the concept of capacity 
building which was briefly outlined in Module I . Attention is also given to in
terjurisdictional concerns that local government must address in implementing 
growth policy. 

Planning and zoning have become critical issues for most local governments. 
The second reading provides a specific set of questions and answers about plan
ning and zoning in Indiana. The underlying rationale for planning and zoning is 
presented within the institutional context of Indiana. While the application is 
specific to Indiana, the principles enunciated are generally applicable anywhere. 

The next reading addresses Indiana land use issues. The reading discusses 
the current status of land use in the state and analyzes alternative policy di
rections. Again, the principles presented are of general interest while the ap
plication is specific to Indiana. 

A series of six readings deal with alternative approaches to economic 
growth, emphasizing vital areas that are often overlooked by growth oriented 
communities. The article by Peter Nye illustrates the innovative approach 
that Jamestown, N. Y . , adopted to promote economic development . Labor and 
management were brought directly into the planning process. Baltimore's job 
placement program is described in a separate article. The city enlisted the 
cooperation of the business community and labor unions to train and hire unem
ployed and underemployed workers. The model adopted to pursue this objective 
has relevance to other areas. The next article, "Industrial Preservation," 
shows how a community may develop a program to revitalize its existing busi
ness structure. Five propositions are offered in an article by Wilfred Garvin 
which challenge the local community to identify and draw on its own resources 
to create new job opportunities. A brief discussion of the efforts to stimulate 
community growth in Loogootee and Washington, Indiana, illustrates the use of 
Industrial Development Funds through the Indiana State Board of Finance. A 
number of states have developed similar industrial approaches to aid local 
government efforts. 
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The final article in this Module presents an approach developed by Ron 
Shaffer at the University of Wisconsin which can be used to assess the eco
nomic impact of a new industry on a local community. This model is now being 
used in Indiana by the Cooperative Extension Service of Purdue University to 
help communities evaluate the impact of new industry. Several case study com
munities are illustrated in the reading. The framework provided should enable 
you to go back to your own community and evaluate the potential economic im
pact that a proposed new industry might have on your own community. It is a 
useful planning tool and provides a fitting capstone to this endeavor to promote 
a useful understanding of your role in local economic affairs. 



SELF-TEST FOR MODULE II 

The self-test is designed to help achieve the desire<i outcomes for Module I I. 
The statements included in the test serve to emphasize important points, to inte
grate knowledge gained in the first Module, and, thereby, to increase your abil
ity to help establish community economic programs, and to develop alternative 
approaches to their implementation. 

Select the single best answer to complete each statement listed below. After 
completing this Module, you should review your answers and determine if . any of 
them need to be changed. The answers to the self-test are included in the Sum
mary of Module I I, page 193. · 

1. "Capacity building" in local government is designed to 

a. increase the local government's efficiency in collecting local 
tax revenues 

b. expand the number of services provided by local government 
c. increase the capability of local government to manage policy, 

resources, and programs 

2. The first step in establishing a community economic development 
program should be to 

a. assess whether local government resources are sufficient to 
carry out a sound program 

b. determine the growth potential of the local economy 
c. assess community needs and public interest in such a program 

3. The mo.st effective approach to implementing local government 
programs is to 

a. consider a wide range of views and innovative approaches to the 
problem 

b. a.void consideration of alternatives that require new legislation 
c. use an approach with which local personnel have experience 

4. Local elected officials should strive to understand the doctrine of 
each organized component of the local economy because the doctrine 

a. represents the propaganda issued by the organization 
b. reflects the ideas and symbols most deeply held by the organization 
c. usually represents the ideas of only the few top leaders in the 

organization 
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5. Understanding the types of linkages among components of the economy is 
important to the elected official because 

a. the potential behavior of each group and its interrelationships 
with other groups can be evaluated 

b. these linkages determine the support iin the community for each 
proposed government action 

c. linkages determine the rate of economic growth 

6. Which of the following generally is not recognized as a function of 
local zoning regulations: . - · 

a. the height, number of stories, and size of buildings 
b. the type of business ownership to be encouraged 
c . the dens~ty of population 

7. A major justification for zoning is the recognition that 

a. monopoly ownership of manufacturing may lead to harmful effects 
on local community life. 

b. many types of economic development have harmful side effects 
c . the rate of economic growth should be increased 

8. A program of revitalizing existing businesses and industry should 
be undertaken 

a. with the cooperation of capital resources, management, and labor 
b. by subsidizing the adoption of new technology 
c. only if new technology will increase local business productivity 

9. Tax concessions and o.ther government subsidies to private manu
facturing corporations 

a. are critical factors influencing business location decisions 
b. are less important than community attitudes toward business 
c. are a critical requirement to attract industry into small communities 

10. A new industrial plant location in your community benefits the local 
school system primarily by 

a. attracting new residents into the comm unity 
b. providing additional property taxes on new plant facilities 

· c. increasing local expenditures by commuters from other communit.ies 

11. The ~reater the proportion of workers' wages spent in the local economy, 
the greater wilf be 

a. private sector benefits 
b. public sector costs 
c. both costs and benefits of the public sector 
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12. Leakages from the local economy that are due to import purchases 
have the effect of reducing 

a. the local multiplier effect 
b. the level of local exports 
c. local per capita income 

13. If 30% of your community's labor force works in an adjoining county, 
then you should be concerned about 

a. paying an interjurisdictional tax to the adjoining county 
b. evaluating the geographic expenditure patterns of this group 
c. extracting a road tax from the commuters 

14. If a new industry locates in your community and employs only exper
ienced workers with previous jobs, the net benefits to your commun
ity depend on: 

a. only the increased wages earned by the workers 
b. the increased wages plus new expenditures by commuters 
c. increased wages and new commuters' expenditures, plus new in

come earned by workers who fill the jobs previously held by the 
group of experienced workers 

15. In order to determine whether water and sewage systems should be 
expanded to meet the needs of a prospective industry, the local gov
ernment should evaluate 

a. whether revenues derived from these services will cover the 
costs of installation 

b. the costs of extending all community services 
c. all public and private costs and benefits associated with the 

industry 

16. Increased local taxes may help attract new industry and expand ex
isting industry if 

a. these industries are given tax breaks 
b. the tax revenue is used to upgrade the quality of local services 

used by the industry 
c. taxes are going up in other parts of the state 

17. Local economic policy can be formulated most effectively by involving 

a. the business and financial community 
b. a wide range of business, citizen, and agency interests 
c. outside consultants 

18. In order to establish a local planning board, enabling legislation must be 
passed by 

a. the area development district 
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b. the state legislature 
c. the local chamber of commerce 

19. If local businesses are operating at less than full capacity and the 
manufacturing sector suddenly expands employment, then the total 
employment effect in the local community will be 

a. equal to new manufacturing employment multiplied by the employ-
ment multiplier . 

b. less than new manufacturing employment multiplied by the employ
ment multiplier 

c. greater than new manufacturing employment multiplied by the em
ployment multiplier 

20. The proper role of local government in formulating comm unity economic 
objectives is to 

a. avoid making specific commitments, as they may be impossible 
to meet 

b. provide a general indication of what goals will be attempted 
c. specify concrete, numerical objectives that will be the goals of 

the community 

21. The secondary changes measured by employment and income multipliers 
are the 

a. changes in the nonexport sector of the local economy 
b. changes in the export sector of the community to which local 

products are sold 
c. changes in the export sector of the local economy 

22. Social indicators are valuable to local elected leaders because they 
provide information which enables the local leader to 

a. direct public attention to important local problems that are often 
overlooked 

b. discuss social issues rather than simply economic issues 
c. show that local government programs will solve local problems 

23. In addition to permitting citizens to vote to establish priorities among 
alternative local programs, leaders should attempt to measure how 
strongly people feel in comparing the alternatives, because 

a. citizens will then feel better about the outcomes achieved in the 
voting process 

b. · measures of the intensity of feeling may actually change the pri
orities achieved in the voting process 

c. measuring the intensity of feelings cannot change the order estab
lished by the voting process, but people will be able to evaluate 
the alternatives more effectively 
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24. Comprehensive local planning is designed primarily to guide 

a. private development decisions 
b. local government zoning decisions 
c. the allocation of resources by both the public and private 

sectors 





PLANNING AND IMPLEMENTING 

COMMUNITY ECONOMIC POLICY 

Local elected officials are responsible for the policy decisions that deter
mine which programs will be carried out by local government. The official's 
job is easier if each department of local government is structured to be res
ponsive to the needs of local citizens. Even in the best of circumstances ,every 
effort must be made to encourage broad participation of citizens in identifying 
the most important needs of the community and their respective priority. The 
following steps are important in establishing a citizen participation process 
(University of Georg~a): 

1. Identify all citizen groups in the community by income class and by 
racial and ethnic group. Include people who are generally not in
volved in comm unity affairs as well as the active, outspoken groups. 

2. Systematically inform each group of the community development pro
gram for the community and your approach to planning, budgeting, 
monitoring and evaluating the process. This may i.nvolve providing 
background information and basic education to citizen groups. En
courage feedback from each group in a systematic, organized manner. 
This may require task forces, town meetings, citizen advisory com
mittees, workshops, and seminars. 

3. Consider the suggestions made by each group. Special methods may 
be required to obtain the views of citizens who do not belong to any 
identifiable group. Their views are just as valid for the planning 
process. 

Assessing Needs 

Citizen participation is the foundation for properly assessing the range of 
needs within the community. The views of local agencies and service organi
zations are an important part of this process. Simply voting on priority items 
will not necessarily be an adequate way of establishing priorities among the 
many needs that citizens will identify. It may be equally important to determine 
how strongly they feel about each priority item. For example, consider the 
four items below that have been identified by the group in the order or prior
ity listed below, based on a vote by show of hands. 

1. improved water and sewage systems 
2. better recreational facilities 
3. more vocational training for the unemployed 
4. housing improvement programs 
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A worthwhile step would be for each person to indicate how strongly one 
item is preferred over the other. This can be done by asking each person to 
give a score of 10 to the least important item. Then each of the other items 
can be scored between 10 and 100 depending on how much more important it is 
as compared to the least important. For example, assume that people score 
the items as indicated below: 

Individual Weighting Total Final 
Item and Rank 1 2 3 4 Wt. Rank 

1. Water and Sewage 70 80 10 40 200 1 
2. Recreation 30 70 20 30 150 2 
3. Vocational Training 20 20 30 20 90 4 
4. Housing 10 10 80 10 110 3 

In this example, when the voters compared 1 to 2, the vote wa~ 3 to 1. 
When 2 and 3 were compared, the vote was 3 to 1. Comparing 3 and 4, the 
vote was 3 to 1. Therefore, the original ranking was 1, 2, 3, 4, as shown 
above. The final rank, based on the depth of feelings about the alternatives, 
shifts the third choice, vocational training, to last place. A number of shifts 
could theoretically occur. You may want to arbitrarily change the weightings 
to see if it alters the final ranking. 

The next time you are working with a community group to establish priori
ties, you may want to try this exercise. If the final rank changes in the pro
cess, discuss with them how the issue of priority can be resolved. Usually, 
resolution is achieved through the power of persuasion by the more knowledge
able or articulate. In some cases, an additional item will be introduced that 
had gone unmentioned before. 

In working with a task force or a citizens' advisory group, the political 
feasibility of a potential program should be evaluated : This helps identify 
groups that need more information and may stimulate new ways of involving 
citizen groups. 

As a hypothetical example, assume that the county or municipal planning 
commission is deciding whether to promote land-use planning. The following 
steps and Figure 8 will illustrate one method of strategy assessment: 

1. Identify groups or agencies that will be affected or particularly con
cerned about land-use planning. In this example, the principal groups 
are the state planning agencies, realtors, retail and manufacturing 
businesses, and three farm organizations: the American Farm Bureau 
(AFB), National Farmers Union (NFU), and National Farmers Organ
ization (NFO). 

2. Assign a level of agreement (+) or disagreement (-) with the issue, to 
reflect the intensity of feeling held by the group. In Figure 9, the 
number of +'s or -'s indicate how strongly the group feels about the 
issue. 
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L~ USE PL.ANNING 

STRATEGY ASSESSMENT 

-ANALYTICAL MATRIX-

CONCE~ED GROUPS' LEVELS OF AGREEMENT 

STATE 
FAR-! GroUPS BUSINESS REAL- PLANNING 

NFO NFU AFB MFG RETAIL '!ORS AGENCIES 

LEVEL OF AGREEMENT ++- +++ ++ +++ 

WEIGHTS (1-5) 

SCORE WEIGHTS X 
LEVEL OF AGREEMENT 

FINAL ASSESS-'\ENT 

1 

+2 

1 5 4 

+3 -10 -12 

+17 - 38 = -21 

Fig. 8. Land Use Strategy Assessment 

3 4 2 

+6 -16 +6 

3. Assign weights to each group according to the level of influence it wields 
in influencing the outcome of the issue. These are denoted by numbers 
1-5 in Figure 8, with 5 representing the most influential. 

4. Summarize data by multiplying the level of agreement, or intensity of 
feeling, by the weights which reflect political strength of the group on 
the land-use issue. Sum the score to reach a final assessment. 

The example of land-use planning in Figure 8 indicates that land-use planning 
may not be very well accepted since the final score was -21. However, you may 
feel that the negative feelings of some very influential group could be changed to 
positive feelings if they were more fully informed about the issue. Since there is 
very little that can be done to change the power of any group, the most appro
priate strategy may be to educate some of them. In the example provided, the 
score would change significantly if the American Farm Bureau (AFB) could be 
persuaded to change their feelings from a negative 2 to a positive 2. In the 
process, the AFB may encourage other groups to adopt a more favorable 
stance. 
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Formulating Objectives 

The University of Georgia identified five steps to be taken in formulating 
program objectives (See Managing Local Government, p. 47): 

1. Identify and state an acceptable standard of community performance in 
critical problem areas . 

2. Define the gap between the existing conditions and an acceptable stan
dard in each problem area. 

3. Determine what percentage of this gap can be closed during the next 
funding period. 

4. Quantify the expected achievement. 

5. State these objectives in specific terms of how many units---of what
are to be accomplished when. 

The City of Atlanta, Georgia, found that a serious educational problem in 
their model neighborhoods was a lack of adequate space. A task force selected 
to examine the educational issues specified a set of objectives to be achieved by 
the city. The objectives were designated in specific numerical terms according 
to the time frame in which they would be achieved. Several of the first-year 
objectives were as follows: 

Objective 1. Provide 984,500 square feet of additional cinstruc
tional space in model neighborhood schools. This objective resulted 
from the clearly documented fact that the four elementary schools in 
the area were housing from 40 percent to 130 percent more pupils 
than they had been designed to hold. 

Objective 2. Lower the dropout rate of the model neighborhood 
area students from 8. 9 percent to the city average of 4. 9 percent. 

Objective 3. Reduce adult illiteracy and unemployment signif
icantly. 

Objective 4. Reduce absenteeism in model neighborhood area 
schools from 11 percent to the city average of 8 percent (Univer
sity of Georgia, 1973, pp. 51-52). 

Specifying and Weighing Alternatives 

Five steps identified by the University of Georgia for specifying and weigh
ing alternatives are the following ( See Managing Local Government, p. 57). 
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1. List all the alternative ways which local conditions allow 
at this time to reach each objective. 

2. Add other ways that might be feasible if conditions should 
change. 

3. Develop criteria for ranking each of the alternatives. 

4. Apply the criteria to each of the alternatives. 

5. Rank alternatives in order of overall practi~ality. 

Once an objective has been stated, and there is agreement to develop a pro
gram aimed at reaching that objective, different ways of doing so are now con
sidered. Usually there are several possibilities within the general statement 
of the deficiency. 

The important point in developing alternative ways of dealing 
with a given objective is to avoid assuming that the present ap
proach to solving a problem is the only approach. There may be 
other ways, and this is the time to extend thinking and imagination. 

The ideas of many different people should be considered. 
Equally important are those whose opinions are customarily 
brought to bear on the problem in question and those who do 
not routinely work in this area and who therefore may have a 
fresh perspective to offer. 

If conditions should change, perhaps through a change in 
state enabling legislation, new options for local action might 
open up. Examine all the conditions which represent obstacles 
and think in terms of what would happen if these restrictiors 
were removed . 

Deciding among all the possible alternative ways becomes 
subject to the use of criteria as in the other decision-making 
steps. In this instance, too, the criteria must be set up ac
cording to the local community situation. Some of these might 
be based upon: 

• costs 
• availability of funds 
• present staff capability 
• organizational capability 
t legality · 
• attitudes of those providing the service 
• attitudes of those receiving the service 
• attitudes of those not receiving the service directly 
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GUIDELINES 

1. PLANS FOR 'NORKING TOGETiiER BEGIN WITH THE PLANNING MCTION 

BEING OONE TOGETiiERj 

2. PLANS AND ACTIONS SHOULD BE CARRIED our ON TOP OF THE TABLE 

AND NOT lMJER ITj 

3, CREDIT SHOULD GO ~+!ERE CREDIT Is DlJEj 

4, OBJECTIVES ARE ACCCMPLISHED BY COr--BINING CAPABILITIES AND 

NOT AGENCIESj 

5, LOCAL ADVISORY COM'1ITTEES CAN PERFORM THE COORDINATION 

FUNCTION BElWEEN AGENCIES IN A'SIGNIFICANT WAYj 

6, CREATIVE LISTENING IS THE TOUOISTONE OF AGENCY EFFECTIVENESS, 

SoURCE: NESIUSJ 1966, 

Fig. 9. Guidelines for Success in Promoting Agency Cooperation, 
Coordination, Cost-Sharing and Communication 



GOY1J AGENCIES 
FniiA, FHA, 

SBA, EDA, ARC, 
ADO'S 

u:x:AL, 
STATE, 

FEDERAL 
LEGIS. 

,~ 

... 
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PRIVATE BUSINESSES 
POOPRIE'roRSHIPS, PARINERSHIPS 

u:x:AL CORPORATIOOS 
BRANO! PLANTS, COOPERATIVES 

Labor 
& 

Capital 

I JUDICIARY I 
Incane 

= 
G:x:lds 

& 
Services 

BASIC ENVIRONMENT 

CITIZEN 

GQV'T 
FEDERAL 

STATE 
COtJNI'Y 

WITCIPAL 

FINANCIAL 
INSTITUTIONS 

BANKS, SBIC's, 
SAVINGS, LOANS, 

INSURANCE 
ro-1PA!.'f!ES 

GOY' I ACTIONS 
INDUSTRIAL PKS. 
REVENUE BONDS 
TAXING/ZCNING 

Pro:I'ECTION 

/ 
coc's 

LOC'S 

Fig. 10. Economic Institutions of Local Indiana Community 
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After applying and ranking all the alternatives according to 
the criteria established, it is possible to make judgments about 
which program to put into action (University of Georgia, Man
aging Local Government , pp. 57-58). 

Programming and Implementing Policy 

Effective programming and implementation of policy depends to a large de
gree on a number of issues that have already been discussed in this workbook. 
A quick review of the most important points may be useful: 

1. Knowledge· of the local economy and the responsibilities of local 
government - See Figures 1 to 4 and related discussion. · 

2. Guidelines for Success in Promoting Agency Cooperation, Coor
dination, Consolidation, Cost-sharing and Communication - See 
Figure 9. 

3. Review the readings on leadership and the alternative roles you 
will play as an advocate, advisor, analyst, and innovator. 

4. You should be aware of your local government's strengths and 
weaknesses including: 

• the resources it controls, manpower and financial 
• its relationships with other units of government 
• the leadership potential in each agency of local government 
• the ability to enlist support from other groups in the community 
• your intimate knowledge and ability to influence each component 

of the local economy. 

As you reflect on earlier parts of the workbook which dealt with these 
points, consider the usefulness of each in terms of programming and imple
menting the economic policies developed in your community. Effective pro
gramming and implementation will be easier if a careful assessment of the 
sub-units of the local economy is made. 

Such an assessment can be made by first expanding the earlier economic 
model which consisted of households, governments, and firms. Within each of 
these components are a number of sub-units and functions which can be char
acterized as local institutions, each of which is part of the local economy. The 
economic institutions of a local Indiana community are illustrated in Figure 10. 
You should be able to place each box under one of the three components des
cribed earlier. 

As an example, the units in Figure 10 can be grouped as follows: 



FIRMS 

Private Businesses 
Financial Institutions 

CDC's 

LDC's 
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HOUSEHOLDS 

LABOR UNIONS 

FARM BUREAU 

Basic 
Environment 

GOVERNMENT 

Gov't. Agencies 
Local, State, 

Federal Legis
lation 

Judiciary 
Gov't Actions 

As an effective elected leader, you need to be able to understand and poten
tially influence each sub-w-iit, or institution, in the economy of the community. 
As a first step to achieve this objective, a conceptual model can provide clar
ity for understanding how each unit functions. McDermott (1968) offers a useful 
perspective for this purpose by delineating institutional components (Figure 11). 

A brief definition of each component will provide a basis for further dis
cussion: 

• Leadership-must be viewed in terms of the extent to which it 
provides direction toward community objectives; it may be of 
either a formal or informal nature. 

• Doctrine--is an expression of the ideas and symbols of what 
the organization stands for. Generally, it is closely inter
twined with the style of leadership involved in the institution. 

• Programs-are the specific agendas to be implemented. 

• Resources-are the human talent and financial underpinnings 
of the institution, Again, direct and indirect resources can 
be identified. 

• Internal structure--refers to both the formal and informal 
patterns of action which characterize an institution. Tech
nical capability, communications, methods of resolving and 
mediating conflicts, resource allocation, and establishment 
of priorities are all included here. 



INSTITlJrION 

LEADEFSHIP 
1XCTRINE 
P:roGRAMS 

RESOURCES 
INTERNAL STRtJCroRE 
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TRANSACTIONS 

LINKAGES 

ENABLING 
ruNCTIONAL 
NOFMATIVE 

DIFiUSE 

Fig. 11. Institutions, Program Linkages and Transactions 

On the other hand, an institution operates through linkages with other insti
tutions and with the broader society. Relevant linkages will vary with each 
stage of a program. Four types of linkages have been identified: 

• Enabling linkages-provide authority to operate and to gain 
access to essential resources. These include legal, organ
izational, and financial authority. 

• Functional linkages-manage sources of input into the insti
tution and deliver its output. The Area Development District 
(ADD) relationships to county and city government on the one 
hand and with the federal agencies on the other come to mind 
here. 

• Normative linkages-. relationships with organizations which 
share overlapping interests in objectives and methods of the 
institution, i. e . , similar philosophies . 

• Diffuse linkages-provide relationships with individuals or 
groups who are not organized in a formal organization but 
who influence the nature and capability of the institution. 
This set of linkages may provide the ultimate test of institu
tional effectiveness as they reflect the level of commitment 
to effective citizen participation. 

Holding all this together and providing the dynamics (or energy) for the 
system are transactions, the basic contacts by representatives of the institu
tions by which goods and services or power and influence are exchanged. In
herent in these transactions is individual participation in bargaining, managing, 
and rationing decisions through collective action. 

The goodness of an institution depends on the extent to which it serves our 
objectives within an acceptable value system. Hence, a performance criterion 
is needed by which the workings of these components, linkages, and transactions 
can be evaluated. And that criterion can only be whether the institution serves 
the wishes of the people affected by any given public policy--a rather broad 
stance at first glance but one which will provide insight into the dynamics of 
institutional activity. 
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Ultimately, it is institutional dynamics which determine the economic and 
social fate of a community. Public policy implemented by political decisions 
set institutional components into motion toward a particular objective. Briefly, 
the political process defines some general goals for the community which gen
erally appear in the form of legislation acted upon by the body politic through 
elected representatives. Certainly this may be an imperfect process, espec
ially in communities where special interest groups have long dominated the 
political process. Nevertheless, public policy is formulated and legitimized 
by the legislative process and implemented by the local government bureau
cracy working through the myriad of institutions serving the_ community. 

The test of institutional effectiveness then lies in the degree to which the 
intent of social policy is translated into viable public programs. Many things 
hamper this process. Often, the intent of policy can be misconstrued by admin
istrative directives. For example, the Office of Management and Budget (0MB) 
Circular A-95 which gives ADDs clearance powers over federal expenditures 
has not stood the test of official public reaction. Therefore, these powers may 
not always fall in line with the legislated intent of agencies such as FHA, EDA, 
HEW, or other public programs. 

Conflicting objectives among institutions and/or failure to coordinate pro
grams may result in contradictory or conflicting mandates. As an example, 
some welfare programs require recipients to s·ell all assets above some target 
level as a condition of eligibility. As a result, the low-income families may be 
firther deprived of economic security, including land they own. The resulting 
land-use pattern may be more inefficient, and other programs designed to pro
mote population redistribution may be frustrated. Operational links among · 
institutions help avoid such contradictions and conflicts. 

Evaluating and Reassessing Goals and Objectives 

This final step in the process of planning and implementing comm unity eco
nomic policy will also serve as an effective summary for this reading. Aft~r 
all, an ·evaluation of present community circumstances is always a first step in 
assessing community needs. The starting and ending points are very similar. 

In a way, goal setting is really an evaluation process. You look 
back at what you've done and try to plot out what you'll do next. So, 
if you're already involved in goal setting, you have a solid foundation 
for SELF-EV AL UA TI ON. When you use goal setting as the basis for 
your self-evaluation, you'll be focusing on ISSUES rather than PER
SONALITIES. You'll be looking at the areas which were most impor
tant to the governing body and how well you did in dealing with those 
areas. Some elected officials feel more comfortable with this issues
oriented approach to self-evaluation. It eliminates some of the pos
sible risks and personality conflicts which can arise when you tackle 
self-evaluation in a broader way. And sometimes the best way to 
measure how effective you are as a governing body is to look specif
ically at what you accomplished as a group-whether you met the goals 
you set for yourselves. 
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You might th ink about using this approach as a starting point-;. 
good way to begin the process of looking at yourselves as a group. 
And, as you become more comfortable with the process and with each 
other, you can move into a broader self-evaluation process (Interna
tional City Management Association, 1977, pp. 6-7). 

The International City Management Association has emphasized the impor
tance of developing a set of guidelines as a first step in the evaluation process. 
Working out guidelines will help communicate with each person involved in the 
process. A general checklist of possible areas to include in the evaluation 
guidelines include the following: 

• Policy Making- This is really your most basic function. What 
policies did you set out to establish-policies to eliminate iden
tified problems or to meet special needs? Did you establish 
those policies? If not, why not? Or, you might move back 
even fart her-. how well are you carrying out your role as a 
policy maker? Do you really understand that role? Are you 
spending too much time on administrative details and, there
fore, not getting around to setting the needed policies? 

• Budgeting- Policy making, in general, is your most impor
tant function; your budget is your most important policy state
ment. Did your annual budget reflect the policies you set 
this year? Did it meet the needs you identified? Did it do 
what you wanted it to do? And, again, you might look at 
your basic understanding of the budget process to figure 
out why it is not doing what you had hoped. Do you under
stand the process? Do you and the administrator work to
gether to develop a budget which will meet community needs? 

• Goal Setting--Did you achieve the goals you set out to 
achieve during a given time? What goals didn't you accom
plish and why? Or, back up a little. Do you have any goals 
for the governing body? Do you have a regular process for 
setting goals and then evaluating results? 

• Governing . Body Meetings- Do you accomplish what you set 
out to do at your regular meetings? Perhaps you need to 
look at your meeting process. Is it slowing you down and 
interfering with your ability to get things done? Are you 
getting usable information from the public at hearings? 
Again, maybe it's your hearing process that needs im
provement. 

• Communicating-Did the public get the necessary information 
on important issues facing the governing body? Did the pub
lic know, understand, and react to what you were doing? 
Or, are you in touch with the public? Does your press cov
erage reflect the important things you've done or key issues 
which are going on? 
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• Intergovernmental Relations- Did you accomplish your goals in 
dealing with other governmental agencies? Did you get what you 
wanted or needed from other levels of government? It might be 
p:!['ticularly valuable here to look at your intergovernmental pro
cess if you seem to be running into problems in achieving your 
goals. Do you work with or at least communicate with other 
levels of government around you-state agencies, regional com
missions, federal representatives? Do you know where you fit 
in and what you expect from these other agencies? 

• Use of Advisory Committees-Did all of your advisory commit
tees accomplish their goals? Did they give you the kind of in
formation you needed to make your decisions? If not, perhaps 
you need to review your committee system. Do you give com
mittees the guidance they need to do their jobs? Do you keep 
on top of what they're doing? Do you get the "best" resources 
working on your committees? 

• Working with Your Chief Administrator-- Did your chief admin
istrator meet your needs and accomplish what was expected? 
Did the administrator provide the kind of information you needed 
to set policies and make decisions? Did the administrator obtain 
the necessary guidance from you to carry out your policies? 
Some basic communication techniques are usually all that is 
needed here. Are you communicating well with each other? 
Do you evaluate the administrator's performance and provide 
the necessary feedback? Do you know and understand the re
lationship between governing body and administrator? 

• Time Management- This might be a basic area for improving 
your performance. Are you making good use of your time as 
a governing body? Do you get done what you set out to do in 
a reasonable time period? Are some individuals holding the 
group back? You can look at both individual and group time 
management to help you find out why you are not getting things 
done. 

These are some very general areas to guide you through a group evaluation 
process. You can also use these guidelines to think about personal performance
particularly in the critical area of time usage. And then individuals can evalu-
ate how they sre contributing to the group's performance in each area. In deal
ing with these general areas, you probably will end up talking about specific 
programs or services which you set out to achieve. The specifics will differ 
from community to community depending on what your special needs are and how 
you have decided to meet those n~eds (International City Management Associa
tion, 1977, pp. 10-11). * 

* Reproduced by permission of the publisher from "Taking Stock: A Guide to 
Governing Body Self-Evaluation," Local Elected Officials Handbook Series, 
copyright 1977 by the International City Management Association. 





LOCAL GOVERNMENT CAPACITY 

Improving the capacity of local governments to cope with probleID$ 
of growth and development requires action by the state and federal 
governments--particularly the former--as well as by the local govern
ments themselves. 

Local Growth Management: Land Use Control 

Local growth management consists essentially of the control of 
land use--regulation of the rate and location of new residential, com
mercial, and industrial development. The chief regulatory tools used 
are zoning and subdivision controls. Local governments exercise these 
controls by delegation from their state governments, which--as noted 
earlier-~historically saw land use problems as local and urban matters, 
to be resolved without state inte'rvention. 1 

Inadequacy of Coverage and Effectiveness 

While authorized by all ,50 st.ates, the local exercise of land use 
controls has varied in coverage and effectiveness throughout the country. 
In a recent publication, the Council of State Governments reported that 
"three-fourth~ or more of the nation's land is not subject to any land 
use control." 

~elson Rosenbaum, Land Use and Legislatures (Washington, D.C.: 
The Urban Institute, 1976), p. 9. 

2The Council of State Governments, Land: State Alternatives for 
Planning and Management, op. cit., pp. 4-5. 

STATE AND LOCAL CAPACITY TO MANAGE GROWTH, 1978, pp. 10-25. 
Reproduced by permission of the Advisory Commission on Intergovernmental 
Relations, Washington, D. C. 
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A 1968 sample survey found that 68.3% of general purpose units of 
local government (cities, counties, New England townships) in SMSAs had 
zoning ordinances and 59.3% had subdivision regulations; the parallel 
figures for units outside SMSAs were 42.3% and 34.4%, respectively.3 

A recent Urban Institute report found ''a wide variation among the 
states in the degree to which local governments voluntarily enacted land 
use plans, zoning regulations, and subdivision ordinances, but the record 
in most states was very spotty. As a consequence, growth was often merely 
displaced to neighboring territory rather than effectively managed. 114 As 
an example of the spottiness of coverage, the report noted that in 
Indiana, 80% of municipal land and 85% of county land has been zoned, but 
more typically, in Missouri, zoning covered 33% of municipal land and 11% 
of county land.5 

Another recent study gave other examples of the low level of land 
use regulations outside cities. It reported that in New York's Catskill 
Mountains, which face a second home development boom, only 40 percent of 
the 161 cities, towns, and villages in a six-county region used either 
subdivision regulations or zoning. 6 

Even where local jurisdictions have regulated land use, the- controls 
have not been fully effective. In metropolitan areas where development 
pressures were most intense and local budgets lDOre adequate, growth 
regulation was often exercised haphazardly and inconsistently. Often 
this was due to lack of a cotlJPrehensive land use plan or, if one existed, 
failure to adhere to it. Sometimes localities made liberal and arbitrary 
use of special devices, such as variances, conditional use permits, and 
down-zoning, which tended to "weaken the predictability which is at the 
heart of effective growth management. 11 7 

In many communities, the quality of growth management suffered by 
the failure of public officials to involve the public in making sensitive 
land use decisions. Black and other minority groups and a wide spectrum 

3National Commission on Urban Problems, Building the American City, 
(Washington, D.C.: U.S. Government Printing Office, 1968), Table 2, 
p. 209. 

4 Rosenbaum, op. cit., p. 10. 

5 Ibid. , p. 10. 

6 Robert Healy, Land Use and the States (Washington, D.C.: Resources 
for the Future, 1976), p. 10. 

) 
7 Rosenbaum, op. cit., p. 11. 
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of neighborhood citizen organizations were often alienated and as a 
result, the "most sensitive cases frequently bypassed the established 
machinery and were decided by the courts or by mass citizen protests and 
political action. 118 

Another deficiency in local growth management decisions has been 
their extremely parochial character. 

Local officials rarely considered the effect of their 
land use decisions on neighboring communities. The typical 
state enabling statute did not require them to do so and 
provided no mechanism for mandatory coordination among local 
jurisdictions. Given the opportunity to ignore outside 
interests, many communities became 'exclusivist,' banning all 
types of land use not considered socially or economically 
desirable. Other communities took the opposite approach, 
encouraging any and all forms of growth, no matter how harmful 
the impact on surrounding areas. Thus, with authority over 
land use dispersed among literally thousands of local govern
ments throughout the nation, dealing with major problems such 
as pollution, transportation, and housing on an effective 
areawide basis (in other words, within a metropolitan region, 
a watershed, an air quality region, or a state) was extremely 
difficult. In the absence of an areawide perspective on land 
use, critics questioned whether local growth controls were 
more helpful than harmful in enhancing public health, safety, 
and welfare.9 . 

It should be noted that increasingly the legitimacy of localities' 
use of "exclusivist" controls has been questioned in court, particularly 
some of the more ingenious growth control techniques. These include 
such things as: (1) the refusal to allow subdivision of land in areas 
not served by public facilities; (2) "adequate public facility ordinances" 
which permit denial of building permits .in areas where local governments 
cannot provide proper public services; (3) the withholding of rezoning 
needed for development or the imposition of large lot or conservation 
zoning to impede growth; (4) the staging of growth decisions in relation 
to approved public capital improvements programs; and (5) correcting the 
imbalance between single family and multi-family dwellings over a 
specified period. 

One observer writing in late 1975 thought the final word was still 
not in on the legitimacy of these new growth control techniques, but 
discerned two sets of requirements emerging: 

8 Ibid. , p. 11. 
9 . 
Ibid., p. 11. 
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First, any growth control decision must be based upon 
thorough and well documented public planning which clearly and 
unequivocally establishes the public purpose for it, and second, 
growth control decisions shall not have the effect of discrim
inating against any group of people who might be expected to 
want to live in a locali!O because of its proximity to jobs 
and other opportunities. 

* * * 

Local governments, then, have been delegated the responsibility to 
control land use, but many jurisdictions have not taken advantage of 
the powers authorized and many that have, have done so ineffectively or 
with adverse consequences. As one observer sumned up the situation in 
1975: 

At the local level, much progress has been made in the 
past ten years, but cities and counties still vary widely in 
their constitutional, statutory, administrative, and fiscal 
capacity to play a full partnership role in land use planning 
and implemencation.11 

The Need for State Action 

What can be done to overcome these shortcomings? 

First, to secure coverage of areas not now subject to local land 
use controls states can require their local governments to exercise such 
controls. As of December 1975, ten states had enacted legislation man
dating local subdivision control and six had mandated local zoning 
regulation. The typical mandatory subdivision control statute provides 
that all municipalities and/or counties must actively regulate sub
divisions in accordance with an ordinance and prescribes substantive 
state standards and guidelines for development of such ordinances. Such 
statutes also include provision for direct review or appeal of local 
subdivision control decisions at the state level. Mandates of local 
zoning by state laws are more diverse than the mandatory subdivision 

10 McDowell, op. cit., p. 17. 

11John M. DeGrove, "Coping with Growth Policy and Land Use Manage
ment," State Responsibilities to Local Governments: An Action Agenda 
(Washington, D.C.: National Governors' Conference, October 1975), p. 
71. 



97 

ordinances but usually provide for zoning regulation of the entire 
land area of the state by local governments and state policy guiii
lines and/or supervision of zoning regulation by state agencies. 

In a more limited approach to this issue, the Advisory Commission 
on Intergovernmental Relations has proposed that counties be required 
to control land use in t.mincorporated areas_ and that states exercise 13 
the controls when counties do not adopt them within a specified time. 

To improve the quality of local growth management, a number of 
state actions have been proposed. For greater consistency in the 
exercise of local controls and a closer relationship to overall local 
policies, priorities, and resources, states have been urged to require 
their localities to institute comprehensive planning procedures. As 
of December 1975, 13 states had enacted legislation imposing such a 
requirement. The typical statute requires all jurisdictions in the state 
which exercise land use regulatory powers to develop a comprehensive plan, 
and sets minimum statewide f1idelines and standards which localities must 
l'lll!et in developing a plan.l 

Other proposals for state action have called for greater state 
intervention. In a study of options for growth management in Connecticut, 
the American Society of Planning Officials recommended that·local govern
l'lll!nts should be required to meet certain minimum standards of fairness in 
the administrative procedures of land use controls. It also urged that a 
state agency be empowered to review and approve local plans and policies 
for compliance with state guidelines and have the authority to adjudicate 
all disputes involving local land use decisions. 15 The Final Report of 
the National Commission on Urban Problems in 1968 urged that states deny 
local governments land use regulatory powers if they lack a "development 
guidance program" as defined by "cthe state and that such powers then be 
exercised by the state, regional, or county agencies.16 Further it 
recommended that 

12 Rosenbaum, op. cit., pp. 21-25. 

13ACIR, The Challenge of Local Governmental Reorganization (A-44), 
(Washington, D.C.: U.S. Government Printing Office, 1974), p. 153. 

14 Rosenbaum, op. cit., pp. 18-21. 

15American Society of Planning Officials, New Directions in Con
necticut Planning Legislation, Chicago, IL, 1970, pp. 159-169, cited in 
Rosenbaum, op. cit., p. 16. 

16 
National Commission on Urban Problems, op. cit., pp. 237-238. 
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each state create a state agency for planning and development 
guidance directly responsible to the Governor. The agency 
should exercise three types of functions: (1) research and 
technical assistance to localities in land use planning 
and control; (2) the preparation of state and regional land 
use plans and policies, and (3) adjudication and supervision17 
of decisions by state and local agencies affecting land use. 

In a 1968 report, Urban and Rural America: Policies for Future 
Growth, the Advisory Commission on Intergovernmental Relations suggested 
that states adopt legislation providing for 

(1) coordination by an appropriate state agency of state, 
multicounty, metropolitan, and local planning and relating 
such planning to regional and national considerations; (2) 
conformance of programs and projects of state agencies to 
the state urbanization plan, and (3) formal review by an 
appropriate state agency for conformance with the state 
plan of metropolitan area and multicounty plans and of 
those local comprehensive plans, implementing ordinances, 
and projects having an impact outside the jurisdictions' 
borders. (emphasis added) 18 

The American Law Institute's Model Land Development Code in 1974 
rejected the idea of mandating local governments to exercise subdivision 
and zoning controls but proposed the imposition of comprehensive planning 
requirements. The ALI's work was prompted by the legal profession's 
dissatisfaction with the inadequacies and inconsistencies of local land 
use control. The Code requires local comprehensive planning as a con
dition for the exercise of certain key regulatory powers; advocates an 
advisory review procedure which would allow a state land development 
planning agency to disapprove a local plan not in conformance with the 
state plan; and proposed creation of a state land adjudicatory board 
which would initially hear appeals from local land use decisions involving 
"areas of critical concern" and "developments of regional impact" but 
which could also be expanded into a general forum for resolution of 
regulatory disputes over growth management. 19 

17 · 
Ibid. , p. 239. 

18ACIR, Urban and Rural America: Policies for Future Growth (A-32), 
(Washington, D.C.: U.S. Government Printing Office, 1968), pp. 134-135. 

19American Law Institute, A Model Land Development Code, Proposed 
Official Draft No. 1 (Philadelphia, PA: The Institute, 1974), cited 
in Rosenbaum, op. cit._, pp. 17-18. 
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A Missing Link: Land Use Controls at the Substate Level 

The parochialism of local land use decisions was identified as one 
of the principal deficiencies of growth management at the local level. 
Much of the growth toward which controls are directed occurs at the 
boundaries of individual jurisdictions and many of the decisions impact 
on neighboring jurisdictions. Thus, on one hand, individual localities 
do not have the geographic base to deal with many growth problems, and 
on the other hand, they sometimes are inclined to transfer the problems 
to their neighbors. 

One alternative is for the state to assume responsibility for the 
full exercise of land use controls through state agencies on these 
interjurisdictional issues. Most authorities seem to believe, however, 
that a decentralized approach is preferable, and therefore look to 
substate regional institutions for these growth management decisions. 

As one observer stated: 

The thrust of reform recommenda,tions has been directed 
toward stronger regional agencies working closely with 
local and state agencies, rather than state neglect or 20 
full state assumption of land use/growth policy function. 

Land use planning is performed quite commonly at the regional level by 
metropolitan planning commissions or councils of government and non
metropolitan multicounty regional planning organizations. Forty-five 
states have blanketed themselves with such regions and designated 
official planning organizations to serve 75% of them. About ao;1of 
these regional planning bodies have land use planning programs. 
Regional land use planning, therefore, covers more of the nation than 
local land use planning. The problems are that regional units generally 
are not authoritative and regional planning programs are not tied to 
land use controls. As one expert put it: "The tough questions come 
when regional tmits are moved from purely advisory/voluntary roles [e.g., 
the exercise of land use planning] i~2o some position of authority [e.g., 
the exercise of land use controls] • " This issue of the development of 

20 
DeGrove, op. cit., p. 71. 

2~cDowell, op. cit., p. 18. 

22 
DeGrove, op. cit., p. 77. 
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authoritative substate regional bodies has been dealt with at length in23 
· a publication of the Advisory Commission on Intergovernmental Relations 
and is covered in the issue paper on Item 2 of Theme VI. State govern
ment has a key responsibility in developing necessary regional 
institutions. 

Toe Federal Role 

Toe federal government provides direct financial assistance to local 
and regional planning through grants-in-aid under Section 701 of the 
Housing Act of 1954. Less direct support of regional planning is pro
vided through 0MB Circular A-95. Under this circular, regional planning 
organizations act as clearinghouses in the process of assuring that all 
affected local bodies have an opportunity to review and comment on 
applications for certain federally funded projects to be constructed or 
conducted within the area. Toe regional clearinghouses, which now. 
number about 500, also comment to the federal granter agencies as to the 
conformity of proposed projects with regional plans. 

Thirty-two federal programs support activities carried on by sub
state regional bodies, including in most cases regional planning 
activities. 24 This federal influence is not an unmixed blessing, how
ever. A 1972-73 study of substate regionalism found that the boundaries 
of the then existing substate districts officially designated by the 
states for regional planning purposes were adhered to by only about one
third of the federally encouraged areawide units operating within these 
districts. In addition, the state-recognized planning organizations in 
these official substate districts were utilized by the federal programs 
only about one-sixth of the time. Thus, the federal aid programs were 
creating overlapping and separate regional planning areas and organiza
tions.25 Recent random evidence suggests this pattern has not changed 
much. 

One part of 0MB Circular A-95 attempts to offset this diffusive 
effect of the federal areawide programs by requiring maximum feasible 
use of the same geographic boundaries for areawide federal aid programs 

23 ACIR, Regional Decision Making: New Strategies for Substate 
Districts (A-43), (Washington, D.C.: U.S. Government Printing Office, 
1973). 

24ACIR, Regionalism Revisited: Recent Areawide and Local Responses 
(A-66), (Washington, D.C.: U.S. Government Printing Office, 1977), p. 
11. 

25 Ibid., p. 20. 
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in the same area, and coordination among any different regional agencies 
in the area which may have _been est_ablished either for purposes of 
individual federal aid programs or for other related purposes. Yet, 
there are continuing difficulties in successfully implementing this 
part of Circular A-95. 

The Magnuson-Ashley bill (S. 892-H.R. 4406), the proposed Inter
governmental Coordination Act of 1977, would help overcome these dif
ficulties by making a single areawide planning agency in each substate 
region eligible for all federally aided areawide planning programs, 
melding all federally aided areawide planning programs in each region 
into a single coordinated work program, requiring federal aid projects 
in each region to be consistent with areawide development planning, and 
using state substate districts for administration or coordination of 
federally aided areawide planning programs. 

With respect to the creation of authoritative substate regional 
mechanisms, the ACIR has proposed that the federal government take 
certain steps to support state actions in setting up such bodies. These 
are described in t~e issue paper on Item 2 of Theme VL 

Basic Local Needs 

Not to be overlooked in improving local government's capacity to 
manage growth are the essentials for the performance of any kind of 
governmental function: adequate organization, personnel and funding. 
In 1968 the National Commissiol\ on Urban Problems reported that: 

Within metropolitan areas, 5,200 jurisdictions have zoning 
ordinances. Most of these jurisdictions are small, and many 
are hard-pressed financially--characteristics which affect 
both their ability to hire qualified professional employees 
and the nature of the objectives that the governments try 
to achieve through reputation.26 . 

Deficient as the situation appeared to be in localities in metropolitan 
areas, the Commission found that these governments spent three times as 
much per capita on planning, zoni~,, and building code activities as 
their counterparts outside SMSAs. 

26National Commission on Urban Problems, op. cit., p. 208. 

27Ibid., p. 210. 
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Again, of course, the state bears a responsibility for local 
capacity to muster adequate human and financial resources, since local 
authority to organize, staff, and raise revenue depends in large part on 
the state constitution, statutes, and administration policies. In the 
final analysis, however, beyond assistance from the state and federal 
governments, local leadership is critically important. As stated by the 
National Commission on Urban Problems: 

Most fundamental. • • is the need for local leadership, 
although localities do require added powers ..• it is clear 
that most of them are not using effectively the powers they 
already have. Federal and State governments can remove a 
number of obstacles to effective local action, and they can 
encourage such action in many ways. But these efforts will 
be of little value unless localities are willing to tackle 
the difficult development problems we face. Effective local 
leadership---more than plans and re8'4ations and techniques-
is the key to the needed solutions.28 

Improving Local Capacity: Summary 

Permitted by their state governments to exercise land use controls, 
local governments of ten have not chosen to use these powers or have used 
them ineffectively. To obtain full coverage at the local level, states 
have been urged to mandate local land use controls and local comprehen
sive planning, as many states already have done. To achieve more 
effective use of local controls, various supervisory, review, and 
appeals responsibilities have been urged on the states. Where local 
land use issues demand an areawide approach, states have been urged to 
establish and strengthen regional institutions rather than "take back" 
the delegated control authority and exercise it directly from the state 
capital. The critical problem is a political one: the creation and 
support of such authoritative institutions. 

Effective use of local land use controls requires adequate organiza
tion, staffing, procedures, and funding. As creatures of the state, 
localities' capacity to muster these resources depends to a great degree 
on state constitutional and statutory provisions. In the end, however, 
the soundness and vigor of local land use control depends to a great 
extent on the caliber of local leadership. 

28 Ibid., p. 233. 



PLANNING AND ZONING IN INDIANA 

Over the years, the [ndiana General 
Assembly has adopted enabling acts giving 
local units of government authority to guide 
both private and public development of lands. 
Under present legislation any town, city or 
county government can exercise this control, 
acting either independently or jointly where 
several units have common interest. 

Legislation also prescribes definite pro
cedures for creating and operating commu
nity planning organizations. Copies of 
planning legislation are available from the 
State Planning Services Agency, 143 West 
Market Street, Indianapolis, IN 46204. 

· The purpose of this publication is to 
answer basic questions concerning the nature 
of planning and zoning in Indiana. and the or
ganizations responsible for planning and zon
ing activities. The questions discussed are 
those being asked by people involved in com
munity development and many other interest
ed Hoosier citizens. The answers, we hope, 
will acquaint you with hnsic planning and 
zoning principles, procedures, issues and 
provide a reference point from which to 
more actively participate in your own com
munity's future development. 

J .K. McDermott, T.W. Schulenberg, M.F. Goode, and C.A. Sargent, ANSWERS 
TO YOUR QUESTIONS ABOUT PLANNING AND ZONING IN INDIANA, 1974. 
Reproduced by permission of the Cooperative Extension Service, Purdue Uni
versity, West Lafayette, Ind. 

103 



Nature and 

use of 
planning 

aoo zoning 

104 

1. What is planning? 

Although the terms arc sometimes 
used interchangeably, planning and zoning do 

. - . -- - . 

not mean the same thing. Planning refers to 
a legal process of rational decision-making 
about the future development of a community. 
Through planning, citizens of a town, city or 
county decide the physical uses to be made of 
the land area -- for instance, which land is 
to be used for residence, which for industry, 
which for other business, and which for 
farming. At the same time public improve
ments, such as school buildings, roads and 
parks, are coordinated with the development 
plan. Specific requirements concerning im
provements are usually formulated also. 

2. What is zoning? 

Zoning is one of several legal tools by 
which a plan is put into effect. 11oth planning 
and zoning proposals are initiated hy the plan 
commissior.. The plans and zoning ordinances 
must be adopted hy legislative bodies. And 
the zoning ordinances are administered by 
boards of zoning appeals. 

3. When are planning and zoning most valu
able to a community? 

A county or city with no changes taking 
place in land-use wi 11 probably not be very 
interested in planning or zoning. Zoning 
regulations apply to future changes in use of 
land. Where such changes n re occurring or 
are likely to occur, people will become inter
ested. However, because developments in 
both urban and rural areas a re unpredictable, 
there is a common need for planning. 
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Most areas of [ndiana arc developing 
rapidly. Parm land is being subdivided. 
Without proper planning guidance such im
provements as roads, strcc:ts and sewage fa
cilities may be inadequately desigiled or may 
not tie in with existing facilities. This could 
result in future health and safety hazards and 
is sure to cause future tax prohlcms if the 

( 

county or city must take over maintenance 
of inadequate ro.ids and strL·cts. 

Many cities interested in attracting in
dustry may discover that the best industrial 
sites are being taken over by residences. 
Industry prefers to locate in planned com
munities and on properly zoned sites. Then 
too, unless communities are properly 
planned, good sites for future residential 
subdivisions may be ruined by the presence 
of junk yards, shacks or factories built on 
neighboring lands. Indiscriminate subdi vi
ding can lead to rural slums, which raise 
taxes and lower property values. Also, 
communities where new roads or new lakes 
are being developed have an influx of popula
tion. If planning and zoning are not done 
well in advance, such communities may find 
their land being used for undesirable pur
poses. 

Another value of planning and zoning 
is the economy which results from providing 
for minimum "setbacks" of buildings from 
streets and roads that may be widened in 
the future. 

4. Are fringe .areas in greater need of zon
ing than areas more distant from the city? 

In general, yes. The values of plan
ning and zoning are most evident when rapid 
changes in land-use are taking place and 
such changes most frequently occur on the 
fringes of cities. The community that waits 
too long to start planning will be unable to 
avoid costly development mistakes. 
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A county plan can easily handle prob
lems arising in areas where little change is 
taking place by classifying such areas as 
agricultural. This imposes virtually no con
trols on the land, at least none that citizens 
of the area don't want. 

5. Just how much docs planning and zoning 
limit individual freedom? And how can 
this limitation of freedom be justified? 

Undoubtedly, zoning limits certain 
freedoms of individuals. A homeowner' s 
freedom may be limited to the extent that he 
has to build his house 5 feet farther back 
- · 
from the street than he would have done oth-
erwise. Or, it may be restricted to the ex
tent that an ordinance wouJd specify the use 
he can make of his property -- based on the 
community's desire for orderly, pleasant 
neighborhoods. 

Such limitation of freedom is justified 
on two counts. One is the public interest; 
public health, safety, convenience and wel
fare are enhanced or protected. The other 
is that a definite legal process insures care
ful and considered action with full opportunity 
for public participation. 

The public interest is the total of indi
vi.dual freedoms and interests. Limiting the 
freedom of one or a few often increases the 
freedoms of many. For instance, limiting 
your freedom to drive in town at any speed 
you wish increases the freedom of others to 
drive or walk safely. Limiting the freedom 
of one person to use land as he wishes may 
increase the freedom of others to enjoy their 
land.· And because other individuals are 
limited in certain aspects of their freedom, 
your own may be increased. 

One goal in planning is to provide the 
most freedoms while limiting as few as pos
sible. Cooperation through planning actually 
results in an expansion of freedom. 
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6. What units of government have planning 
and zoning authority? 

State legislation gives this power to 
town boards_of trusteesLdty councils and 
coWlty commissioners. Under a 194 7 law, 
each of these groups may plan separately. 
All units in one county can plan cooperative
ly under the 1957 area planning act. A 
multi-county planning act of 1972 allows con
tiguous counties to plan cooperatively and a 
regional act of 1973 provides for regional 
planning. 

7. Do these groups do the planning and zon-
ing themselves? · 

Not entirely. The law also provides 
for the creation of a plan commission. The 
plan commission is responsible for studying 
the situation, drawing up recommendations, 
holding hearings and revising plans. To do 
their job, the commission depends on the 
citizens of the commW1ity, through public 
hearings and meetings, to determine the na
ture of the plans it will develop and recom
mend for adoption. But the plan commission 
doesn't have the power to pass zoning and 
planning regulations. Only a "legislative 
body" can do that. This legislative body is 
the board of trustees in a town, the city 
coW1ci1 in a city, and the board of commis
sioners in a county. 

8. What are the steps involved in planning? 

(a) A legislative body creates a plan 
commission, by ordinance, in conformity 
with state legislation. The law requires 
that membership include all segments of the 
community and all relevant units of govern
ment. 
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(b) The plan commission first makes a 
"comprehensive plan." In making this plan, 
it customarily works with citizens, through 
advisory groups, to assure continuing public 
awareness of the plan's contents. 

(c) After the plan is developed, an offi
cial public hearing is held. 

(d) The commission then turns over the 
recommended comprehensive plan to the leg
islative body which has the authority to adopt 
it, reject it or suggest amendments. 

(e) The plan commission's next job may 
be to develop land-use regulations. The two 
kinds most common in Indiana are zoning 
regulations and subdivision controls. These 
are put into effect by ordinance and follow 
the same general procedures#as the compre
hensive plan. The commission prepares a 
proposed ordinance, holds public hearings 
on it, and certifies it to the legislative body 
who again can accept, reject or suggest 
amendments. A proposal becomes effective 
only through adoption by the legislative body. 

9. Who is on the plan commission? 

Four types of plan commissions are 
possible -- city or town, county, area and 
regional. Here are the membership provi
sions for each: 

(a) City and Town Plan Commissions -
For cities with park board, public works 
board and resident engineer, nine members 
as follows: one from the city council, one 
from the park board, one from or represent
ing the public works board, the city engineer, 
and five citizens named by the mayor. For 
other cities and towns, seven members as 
follows: three from city government named 
by the common council, and four citizens 
named by the mayor. 
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(b) County Plan Commissions -- Nine 
members as follows: a county commission
er, the county superintendent of schools, the 
county surveyor, the county extension agent, 
and five citizens named by the county com
missioners. 

(c) Arca Plan Commissions -- No fixed 
total membership. Incorporated cities and 
towns are represented by from one to seven 
people, each depending on size. Number of 
county representatives is five or six -- five 
if the total of all other representatives is 
less than six, and six if the total of all other 
members is six or more. Membership se
lection is prescribed by the 1957 Act, but a 
1973 amendment allows counties to come up 
with their own representation and structure 
for the commission. 

(d) Regional Plan Commission -- Coun
ties can join together for planning purposes 
under enabling legislation passed in 1972 
and 1973. These acts encourage the forma
tion of multi-county or regional planning 
agencies with the authority to develop plans 
and solve problems that cut across polltical 
boundaries. New agencies are forming, 
first in the urban counties and now in more 
rural regions. 

10. How much time do plan commission 
members have to spend? Are they 
compensated? 

All members should be thoroughly 
familiar with the commission's development 
plan. As it is being prepared, they should 
devote considerable time in studying the 
work of their technical consultants and in 
becoming familiar with the reasons for rec
ommendations being compiled. Responsi
bilities of the plan commission are so broad 
that member's time is usually best spent by 



110 

setting policy for a staff or consultant, by 
reviewing his recommendations, and then by 
translating these recommendations into 
plans workable in the community. Plan com
mission members serve without pay. There-

. fore, they cannot be expected to contribute 
the amount of time required to prepare a 
plan or ordinance. 

11. What expenses are involved? How are 
they met? 

A plan commission, as a department 
of government, operates within a budget pro
vided by the legislative body. Money is ap
propriated for specific operations -- person
nel, office expenses, professional services 
-- and must be spent as appropriated. Cost 
varies with size of community, nature of the 
program being undertaken, and the adminis
trative staff required for the cotttinuing work. 
New commissions have greater expenses be
cause initial technical planning services are 
required. This cost can be reduced by co
operation between neighboring units of gov
ernment. Budgets are prepared by the plan 
commission but must be approved by the leg
islative body. 

Communities may also be able to get 
further financial help from state and federal 
government. The planning unit can apply for 
cost-sharing on expenses involved in the ini
tial comprehensive plan. Initial plans are 
eligible for assistance up to 2/3 of the total 
cost. Information regarding this assistance, 
how to obtain it, etc., is available from the 
St.ate Planning Services Agency, 143 West 
Market Street, Indianapolis, IN 46204. 
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12. Is zoning compulsory once a plan com
mission has been established? 

No. How much regulation will even
tually be used depends on what the plan com
mission docs. State law prescribes how a 
plan commission must operate and how regu
lations will be prescribed, but the nature and 
extent of regulation are decided locally. How
ever, good planning is useless without tools 
to make it effective. 

13. When does regulation start if a county 
or city undertakes planning? 

For practical purposes, regulation is 
imposed under zoning and subdivision control 
ordinances. Before either ordinance can be 
_p_ut into effect, the plan c_o_m_mis~!on must 
prepare a "comprehensive plan" which must 
be adopt~d by the legi stative body following 
full opportunity for public participation and 
proper public hearings. The legislative body 
must have accepted both the comprehensive 
plan and the regulatory ordinance. 

14. What is a comprehensive plan? 

A comprehensive plan is a statement 
of policy prepared as a guide to future physi
cal development. It is not a set of hard-and
fast rules and regulations. The comprehen
sive pla:r:i has different shades of meaning in 
different locations and contexts. For exam
ple, a plan for a large city will be quite dif
ferent from one prepared for a small city, a 
town or a county. Regardless of the situa
tion, a comprehensive plan, used as the basis 
for a zoning ordinance, should include at 

· least these three elements: 

(a) A land-use map of the entire area, 
indicating general location and amounts of 
land to be allocated for residential, commer-
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cial, industrial, public facilities and agricul
tural and other purposes. 

(b) A thoroughfare or transportation 
plan showing the location and types of major 
routes required to efficiently move people 
and goods into, about and through the local 
area. 

(c) Specific requirements on improve
ments involving health and safety standards, 
lot sizes, "set-backs, " and building sites, 
etc. 

The comprehensive plan should con
sist of at least one map showing the above in
formation, plus a statement of community 
objectives and needed explanatory materials. 
Consideration should be given to public and 
private financial resources. Some compre
hensive plans also include special public fa
cilities plans, urban redevelopment, capital 
improvements programs, etc. Of course, 
any plan suggested for the future should be 
feasible. 

Good zoning is impossible without 
good planning. The public should have ample 

opportWlity to participate in developing the 
comprehensive plan. 

15. How do zoning and subdivision control 
ordinances become effective? 

The plan commission follows much 
the same procedure for getting these ordi
nances adopted as for getting the comprehen
sive plan approved. The commission pre
pares a proposal, holds a public hearing, 
and then certifies the proposal to the legisla
tive body, which accepts, rejects or amends. 
Once passed, it has the same effect as any 
other ordinance. 



113 

16. What regulations does a zoning ordi
nance include? · 

This depends almost entirely on the
plan commission and the legislative body. 
These groups, in turn, attempt to reflect 
what the citizens want -- no more, no less. 
Legislation grants authority to classify land 
for general use (agriculture, residential, 
business or industry), for site area (lot size, 
setbacks, side and backy:irds, etc. ), for 
buildin~ dimensions (minimum size; maxi
mum height, etc. ) and for population density. 
The plan commission can exercise as many 
or as few of these controls as it deems nec
essary for any part of the area under its 
juri sell ction. 

17. What kind of regulations does a subdivi
sion control ordinance provide? 

It provides that all platting be ap
proved before land is developed. It also es
tablishes the standards such platting must 
meet and determines the manner in which 
new subdivisions will be approved. Subdivi
sion standards may be set up so that subdi
vision streets and facilities will be coordi
nated with the streets, highways and other 
facilities set forth in the comprehensive 
plan. This assures that enough land is set 
aside for streets, schools, parks, etc. , and 
that population and traffic are distributed 
properly. These standards further assure 

that facilities will be properly designed and 
constructed to protect future residents and 
guarantee economy of maintenance for the 
county or city, which assumes responsibil
ity for the subdivision when completed. 

' 
Unregulated subdividing can cause 

critical problems in rapidly growing areas 
if provisions are inadequate for streets, 
sewage disposal, water supply and parks. 
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18. Can a plan commission adopt a zoning 
or subdivision ordinance before it 
adopts the comprehensive plan? 

In most cases, such ordinances have 
not taken the county problems into account. 
Therefore, zoning or subdivision ordinances 
drawn up ahead of a comprehensive plan just 
create more problems without solving exist
ing ones. 

19. Once a plan, with the regulatory ordi
nances has been developed for a county, 
city, or town, is the plan commission's 
work finished? 

No. Today, conditions c~ange too 
rapidly to foresee all future problems; 
therefore, planning must be a continuous af
fair. Besides changes in the plan itself, 
the commission's continuing responsibility 
includes approval of subdivision applications. 

Planning agencies need to give con
stant advice to elected officials on how to 
handle a wide range of community problems. 

20~ Over what area does a plan commission 
have jurisdiction? 

City and town plan commissions have 
jurisdiction over the incorporated area. If 
there is no county plan commission, a city 
or town commission can take jurisdiction 
over_ the area up to 2 miles outside city lim
its. If the county has a plan commission, it 
has authority over all unincorporated area 
in the county. The county commissioners 
can, if they desire and for as long as they 
desire, delegate jurisdiction over the 2-mile 
city fringe area to the city. If requested to 
do so, the county plan commission can even 
perform the planning functions for incorpo
rated areas within the county. 
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An area plan commission functions 
as a commission for the · county and those 
cities and towns electing to participate, but 
each legislative body has separate powers 
to accept or reject its proposals. A regional 
plan commission or a council of governments 
supplements existing plan commission and 
works on larger regional problems that 
cross county and city lines. Apparently the 
new multi-county commissions, provided 
for in 1972 legislation, have the same pow
ers as single county agencies. 

2 I. What advantages does area planning 
have over separate county planning and 
city or town planning? 

(a) One area plan commission can elim
inate duplication of effort• by numerous over
lapping planning commissions. (b) Obvious
ly, a single planning agency can operate more 
economically than can three or four. (c) Po
litical boundary lines do not double as plan
ning boundaries. Planning for adjoining po
litical units should be coordinated in a cen
tral area planning agency. The resultant 
plans should be much more effective. 

Area planning produces an atmos
phere of cooperation. · Rural residents and 
city folks meeting on the common ground of 
"area planning'' frequently find that their 
problems are identical and that they can 
work together! Discovering this mutual de
sire to cooperate, members of the area plan 
commission will quickly learn to view each 
others' problems-·sympathetically; and will 
solve them impartially -- in the "community 
·interest." The number of area plan commis
sions is increasing rapidly. 
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22. If a county and all the incorporated 
areas have plan commissions, can an 
area plan commission be created? 

Yes. Aey or all the existing commis
sions may be combined into a single area 
commission. The procedure is prescribed 
in the 1957 Act. 

23. May a city"plan commission and a county 
plan commission work together? 

Yes. They can also jointly hire a 
planning staff and enforcement officials, en -
abllng small units of government to provide 
more competent planning at lower cost. 

24. If a plan commission, created by ordi
nance years ago, is not functioning, is 
a new ordinance needed to reactivate it? 

No. Membership appointment is all 
that is necessary for the commission to be
come active. Incidentally, a few counties 
have ordinances establishing commissions, 
but do not have active plan commissions.-

25. Suppose a property owner feels he is 
getting a "bad deal" through a zoning 
ordinance. What courses of action are 
open to him? 

the appeals board 
He has three courses. (a) He can 

seek: to have the ordinance amended by peti
tioning the plan commission. (b) He can ap
peal to a board of zoning appeals, created b'! 
the same legislation which devised the plan 
commission. {c) If all else fails, he can 
take his case to the courts. 
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26. What is the function of the boarA of 
zoning appeals? 

(a) The board interprets the zoning 
ordinance in cases of disagreement between 
an applicant and the plan commission. In 
such cases the applicant appeals to the 
board to overrule the decision of the plan 
commission or zoning administrator. 

(b) The board of zoning appeals may 
permit exceptions to the zoning ordinance 
but only where it is specifically permitted 
to do so in the zoning ordinance. 

(c) The board may also, on appeal, 
permit the terms of a zoning ordinance to be 
varied if, due to special condition, a literal 
enforcement of th~ ordinance will result in 
unnecessary hardship. _Such relief from the 
zoning ordinance pertains only to the specific 
case in question and sets no legal precedent 
for subsequent appeals. 

27. Could a zoning ordinance require that a · 
present misplaced building, such as a 
machine shop located in a _ residential 

block, be torn down, or· that an objection
able land use, such as a junk lot in the 
downtown commercial district, be 
changed to comply with the law? 

No. These are "non-conforming 
_ uses," and a zoning ordinance cannot force 
changes in these existing uses. However, the 
ordinance can prevent expansion of a non
conforming use, and if the non-conforming 
use is discontinued, the ordinance can also 
preventit from being resumed. 

28. How much freedom do farmers have in 
constructing buildings? 

This depends on what the regulations 
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· are. It is almost impossible not to impose 
regulations and still have a good plan. For 
example, highway safety may require build
ing "setbacks" of a certain distance and noth
ing else. Most county zoning ordinances do 
not require improvement location permits on 
farm buildings. 

29. In an area zoned for residential use, 
could a person design and construct his 
own home without a registered architect 
and bonafide contractor? 

Yes. A zoning ordinance cannot pre
vent a landowner from building his own home; 
however, a building ordinance might require 
that he meet certain health and safety stand
ards. 

30. What ordinances control road signs and 
billboard advertising? 

Zoning ordinances are the proper con
trol for this land use, and they are effective. 
Road signs which the State Highway Depart
ment deems necessary for public safety and 
convenience are, of course, exempt from lo
cal ordinances. 

31. Do plan commissions have jurisdiction 
over public utility facilities such as 
water and gas mains and electric lines? 

Such control is possible but may be 
difficult to enforce. A comprehensive plan 
should include a plan for utilities. 

32. Can a land use which constitutes a pub
lic nuisance be stopped? 

Yes, however, abatement of a pt.16lic 
nuisance is not a function directly related 
to the planning or zoning process. 



119 

33. How much control does the plan com
mission have over state and federal 
roads and highways? 

No legal control. However, agencies 
in charge of these roads are required, by 
law, to give consideration to local plans and 
to cooperate with local officials. However, 
if no local plan has been prepared, the high
way officials have no reason to seek out local 
sentiment. Local planning should insure co
ordinated highway development. 

34. If planning ought to be done by the peo
ple most closely involved, why not let 
each township do its own planning? 

The General Assembly has never 
passed general legislation allowing township 
planning. And why is this? Partially because 
township government in Indiana is not set up 
to handle planning activities. Out also be
cause, with the pre.sent day organization of 

· society, the township is simply too small an 
area over which to plan. What happens in 
the neighboring townships and cities is al
most as important as what happens right in 
the township. In working through the county 
or area plan commission, citizens of the 
township can get much of what they desire in 
the general plan. In exceptional circum
stances, a township is authorized to coop
erate with one of its towns or cities for plan
ning purposes. 

A 1967 amendment to the Area Planning 
Act provides that zoning ordinances be sub
mitted to a referendum if 25% of the register• 
ed voters in a township petition for a vote. 
If approved by a majority vote, the ordinance 
still becomes effective upon action of the 
county commissioners. 
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35. In practice, how much influence has the 
general public been able to exert on the 
eventual plan adopted? 

The public exerts tremendous influence 
Plan commissions are made up of lay people. 
They usually hire professionals to perform 
the technical work of planning. Therefore, 
the commission's real task is to understand 
what the public wants and to work with the 
planning technicians in translating these wants 
into the plan. Plan commissions are sensi
tive to public desires for the simple reason 
that no plan will work without public accept
ance and support. 

36. Do plan commissions ever use advisory 
committees? How are they useful? 

Plan commissions should use advisory 
committees. Although not required by law, 
advisory groups can serve an important liai
son function. On one hand, they help keep 
the plan commission in closer touch with the 
public and its needs; while on the other hand, 
they help the public understand what the plan 
commission is doing. It is important that the 
advisory committee equally represent all 
segments of the public, . otherwise it may 
serve only as a pressure group to guard cer
tain interests. 

Even if the plan commission forms 
advisory committees, you or your group 
should never hesitate to find out what the 
commission is doing. Area plan commis
sions are now required to hold hearings on 
the comprehensive pl.in in each city and town
ship prior to adoption by officials. Without 
public acceptance and participation, no plan 
will be effective. 

37. Are meetings of the plan commission 
open to the public? 
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Yes, and citizens of the area have 
every right to attend. In fact, this is their 
civic responsibility. Plan commission mem
bers serve without pay and are sometimes 
exposed to undeserved criticism. They must 
consider all sides of a question and still 
come up with one plan. Most commissions 
welcome sincere community interest in plan
ning. 

Getting 

intmst and 

assiSUl1£8 
38. How can I interest other people in plan

ning and zoning? 

First of all, you must understand 
planning and zoning. You can learn a lot 
from the publications listed on this page. 
Discuss the idea with others, not to con
vince them of your views bur to learn theirs. 
Try to get some group or groups interested 
in planning. The topic makes a good pro
gram for civic group meetings, extension 
meetings or other adult education meetings · 
or lectures. 





IND !ANA LAND USE ISS LIES 

The Concern 
Just 350 years ago, the continental United States supported about 200,000 
Indians at near starvation levels. . Today, this same land resource supports 
over 200 million people, a thousand-fold increase in numbers of people and 
a complete change in levels of living and resource use. 

The basis for distributing land among the 200+ million people is largely a 
.p.riva,te ownership-market exchange system, where land is bought and sold as 
a commodity. Land is owned as a fee simple bundle of rights, but subject 
to police power, eminent domain, taxation, and a few other rights held by 
the state. These controls and limitations allow us to live with one an
other in some harmony and, at the same time, enjoy the fruits of private 
ownership. ·rt is a whole lot better than feudalism of the middle ages, 
perhaps better than the informal system of tribal ownership maintained by 
Indiana's first residents, the Indians. 

So, what is the concern? The concern is that when everyone is allowed free 
and uncontrolled use of land under private ownership, difficulties can be 
created for the rest of society. The concern is what ought to be done to 
regulate the development of land for"urban, commercial, industrial and 
other non-farm uses. ' 

Two real-life Indiana examples illustrate the problem: 

In one county, a couple retired and built their dream home by a rural 
country roadside. Into it went their dreams, their hopes, and most of 
their savings. In the ensuing years other homes were built and a mixed 
development took place. An automobile graveyard was located down the roan, 
and a motel, a restaurant, and a sand and gravel plant opened nearby. The 
retired couple received a rude awakening, for the charm of their country 
home was gone. Much of their savings invested in the home wa.s lost because 
residential values decreased sharply •. , .. 

In another county, a farmer had been in the hog business for 20 years. His 
father before him had raised hogs at the same location. Then a neighboring 
farmer recognizing the demand for houses, subdivided a portion of his farm 
and built 30 homes about one-half .mile from the farrowing houses. In the. 
summer when it was hot and the wind was "just right,,; the homeowners put 
pressure on health officials to force the farmer to move his farrowing 
houses. The farmer was there first, but there are 30 voices and votes 
attempting to make him move his hog operation regardless of financial loss. 

INDIANA LAND USE ISSUES, 1975. Reproduced by permission of the Cooper
ative Extension Service, Purdue University, West Lafayette, Ind. 
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On a larger scale, as the Indiana land base becomes more valuable, mistakes 
in its use become more expensive. These costs are ·ofte~ borne by the pub
lic rather than individuals. For example, if roads, houses, and airports 
continue to be built on level and fertile soils, eventually food will have 
to be produced on less productive land, causing food to become more expen
sive. The pubiic cost of providing services and facilities to scattered, 
uncontrolled developments is higher than for areas of greater densities, 
so quality_ of service is compromised. 

If the public is to undergo a cost of private land use decisions, it is 
only fair that there be mechanisms through which the public can participate 
in making these decisions. Free market sales, purchases, and development 
of land, motivated by profit, may lead to the highest and best use of land 
from the individual owner's standpoint, but there is no guarantee that the 
resulting growth will be orderly or desirable for the public. Therefore, 
if maximum public, as well as private, benefits are to be derived from 
land, the public must become involved in planning and deciding upon land 
use. 

Until the mid-t".v'entieth century, land use policy was designed to encourage 
land settlement. Taming the frontier and moving people west was the prime 
objective. One of the earliest experiences of land use policy came from 
Thomas Jefferson.who saw each man as a "free-holder," a full owner-operator 
who was monarch on his own land. 

The Jeffersonian free-holder concept remains dominant with many people 
today. The idea that a "man's home is his castle" is still a strong be
lief and part of our philosophy regarding land and property rights. This 
concept was reflected in land use policies such as the Land Grant Act of 
1789 and the Homestead Act of 1862, to encourage settlement and develop
ment. For years we have had policies that moved land from pub lie owner
ship to private use. At one time the Federal government owned about 80 
percent of the United States mainland, having acquired the vast territory 
through purchase, seizure and annexation. 

The sparse and scattered population minimized problems of competition over 
land and the impact of one land use on another. A low level of public 
services was provided the largely self-sufficient citizens of the 1800s, 
keeping public expenditures down. Congestion, urban sprawl and environ
mental degradation occurred only in the largest urban areas. 

Land Use in Indiana 
There are more than 23 million acres of land in our state. Today agricul
ture uses the largest share of land, with about 60 percent in crops and 
another 10 percent in pasture. One-sixth of the land is in forests. 
Marshes, swamps, and idle lands account for about 5 percent of the land 
area. Urban uses require about 6 percent of the land; roads, airports, 
and other transportation facilities utilize another 2 percent. Compared 
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to the entire country, Indiana has less forest land, but more in crop · 1and 
and developed uses. 

Indiana land is moving out of open space and agricultural uses at a fairly 
·rapid rate. Recent figures are not available, but in the period of 1958 
to 1967, these trends were noted: 

1) Urban and build-up increased by 25 percent for a total of 1,500,000 
acres, or 6.5 percent of the land area of the.state. 

2) Total acres in non-agricultural uses amounted to 1,920,000 acres or a 
total of 19 percent increase for the 1958-67 period. This amounts to 
nearly 8.5 percent of the total land area of Indiana. 

3) Small water areas increased by 8,000 acres, giving a total -0f 95,000 
acres (.2-40-acre size) . 

4} Federally owned non-cropland totaled 340,000 acres in 1967 -- a 12 
percent increase from 1958. 

Urban development, interstate highways, new man-made reservoirs, and other 
non-farm uses were taking land at the rate of 40,000 acres a year in the 
late 1960s. 

Land will continue to be withdrawn from agricultural and forest use in 
Indiana. Recent studies by the Center for Agricultural and Rural Develop
ment (CARD) at Iowa State University and by the Economic Research Service, 
USDA, came up with land use estimates as follows: 

924,000 acres will be withdrawn in 33 years (1967-2000) or 28,000 per 
year. This is 4 percent of the state's total land area. Expected 
withdrawal of agricultural and forest land for _non-agricultural use: 

1. Urban land needs 
2. Transportation needs 
3. Reservoir needs 
4. Surface mining needs 
5. Recreation and wildlife needs 

Total needs 

The study assumes: 

Acres 
298,700 
32,600 
70,700 

182,400 
340,000 
9·24 ,400 

1) About a 30 percent increase in states population. 
2) Very large increases in the need for recreation, wildlife and open 

space land. 
3) Some increase in farm product exports and some highway and airport 

development. Large increases in farm exports and farm prices would 
cause conversion of considerable marginal lands into crop production. 

If 924,000 is withdrawn from farm uses, this would be an area equal to twice 
the size of Allen County, our largest county in the state. 
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As population growth rates deciine, we may see some slackening in the demands 
for development land. Recent USDA studies indicate we should have plenty of 
laud in total, hut we cannot afford to waste land. 

Our state has several strong, viable growth areas: the eight-county Indiana
polis region, Porter county and the area south and east, Ft. Wayne and north
east Indiana, plus some others outside of Evansville, Louisville, and Cincin
nati. Almost every large urban center is experiencing rapid growth in the 
outer rural-urban fringe around the central city. This is where the "action 
is." in development and growth. The land market is also active in scattered 
parts of the state where unique developments create a spurt of growth change . 
In all parts of the state, land use changes are occurring as public and pri
vate development proceeds, but the conflict and competition are greatest in 
particular choice locations. There is a saying among real estate dealers 
that the three factors affecting the value of land are location, location 
and location! 

Pressure on land resources also comes from the competing demands for land 
with special qualities. Well-drained, easy-to-develop land is at a premium 
in many areas. Prime farmland is desired not only by farmers putting together 
larger units, but by builders who can put in subdivisions, sewers, water and 
roads on level land at lower cost than in hilly areas. "Prime" farmland is 
land best suited for producing food, feed, forage, fiber and oilseed crops. 
It may be in cropland, pasture, range, forest or other non-urban uses. It 
has the quality, growing season and moisture supply needed to produce high · 
yielo~ of all kinds of crops, when properly managed. 

Increasingly, the term "areas of critical concern" is being used to describe 
land that has unique qualities that may make urban development undesirable. 
Frag~:~ environmental areas like wetlands, wildlife habitat and shorelines; 
commercial forest land, recreational and open space areas, and historical 
areas are either already damaged or threatened. 

Another way to consider land uses is to consider four different land markets. 
The first of these is public lands which are outside of any private economic 
market. The second class is the urban land market where land is bought and 
sold for urban development. The third class is production land that include: 
agriculture, mineral extraction and forestry. Conflict between production 
land and urban land is common, for the latter can outbid the former. The 
fourth category is protection lands or critical areas where development 
should be prohibited or regula,ed in order to protect natural resources; or · 
historic, scenic and aesthetic values. Public intervention into an essen
tially private land market would be needed to preserve land in its present 
use. 

Indiana Land Use Issues 
Land Use Decisions in the Market Place - With many concerns about land use, 
there are many voices to be heard. The problems and pressures are so great 
that some authorities are arguing t.hat we can no longer treat land as a 
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Major Land Uses-1969 
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commodity freely exchanged for economic gain, but that we must move more to 
the political-governmental arena to guide land use changes. There is doubt 
that market place decisions alone, through the free-enterprise system and 
the price mechadism, can satisfactorily allocate -~.and. 

Economic decisions are generally made between buyer and seller with little 
concern for others. When land is the comniodity, a third party is frequently 
affected and the economic system isn't equipped to consider gains and losses 
to the third party. At times, sale of land and subsequent land use changes 
can lead to damaging impacts on adjoining property. Property values can be 
hurt and the character and quality of a neighborhood drastically changed. 
Environmental damage can occur that reduces the value of land to third-party 
users. 

Some public rights in land use are now recognized. These rights are reflected 
in laws concerning soil conservation, pollution control, zoning, eminent 
domain and taxing power. But in recent years, the trends of court decisions 
appear to indicate that the public has more rights in relation to property 
than we have thought or assumed in the past. 

And wpilP. observing trends, there also appears to be a relationship between 
. population, congestion and third-party effects. An increasing population 
increases congestion and also increases demand for regulation and controls of 
land use. 

The pub lie reaction has changed some of the trends in the United States. Ten 
years ago, most of the nation was in favor of unrestricted economic growth 
and development. Today, the approach is fax: more cautious. There is a grow
ing list of ~:-:amples where pt.iblic concern and pressure -- a third-party 
effect -- have halted proposed development: projects. 

The Push to Intensive Land Uses - Another concern is that land seeks its most 
intensive use under the price mechanism or market sys fem when· there are com
peting demands. This occurs because the intensive use usually gives the 
highest return for each dollar invested. Therefore, a wildlife area will be
come farming land if it is suitable. Farmland will be developed into com
mercial . feedlots, and feedlots will become residential, industrial or 
business sites. Since the more intensive use returns more on the investment, 
the buyer for a more intensive use can outbid all others. 

Actually what would happen in this example is that as farmland disappeared, 
food prices would increase, and there would be an effort to produce more food 
on the limited land. Thus, farming would intensify and become a more intensi
fied use of land and possibly change the hierarchy of uses as we know them 
today. 

These adjustments of the price mechanism to allocate the use of resources have 
made our economic system workable in the past. When we have attempted to 
modify the price mechanism, as in times of war, many side effects have created 
problems. Through the price mechanism these side effects have been resolved 
-- almost unnoticed. While some people were not totally satisfied with the 
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results of the price mechanism, most found it an acceptable means of resolv
ing problems of resource allocation. 

So what is wrong with intensity of use deter:iuining land use? Nothing, if 
everyone is sa~isfied with the results. 

Land Use Changes Are Often Irreversible - Someone has compared land to a pie 
that can only be cut up once. 

Many of the land use changes cannot be reversed -- or at least, not easily. 
Once farmland becomes a reservoir, a residential or industrial . area> it cannc 
be easily changed back. to farming. Thus, we could find in the future that, 
while farmland may become scarce and farming more intensified, we cannot 
reverse our land uses. Then the buyer of farmland would not only have to 
outbid the other potential users, but he also would have the land reclamation 
costs. Thus, the economic system may not be able to make needed adjustments 
as it has in the past. Because land uses may be irreversible, we' re letting 
the economics of today dictate land use patterns for tomorrow. 

Economic decisions place a priority on the short-run result. The short-run 
result usually gets priority in the economic system because of the uncer
tainty of the future and the immediate demanding needs of today. Future re
turns are often ignored. Long-term conservation practices, for instance, may 
be discounted in favor of current yields. 

This short-run attitude causes people to view land as a commodity to be bougr 
and sold. Many people are now saying that land should be considered a nature 
resource to be conserved for the future good of society. 

Wind£ alls and Wipeouts - Some properties can become very valuable because of 
location of an interstate highway, an airport, the growth of the city, or 
the location of a lake. The increase in value has nothing to do with the 
quality of the land, or the quality of the management. The owner has done 
nothing - it is a matter of the accident of location. Often gains occur 
because of a public decision on zoning that designates land for more inten
sive -and thus more valuable use. It is argued that such gains belong to 
society whicll created the gain and not to individual landowners. 

The reverse of the windfall gain is the "wipeout," or loss that comes about 
because of a public decision. Some public action reduces the value of land 
·to the owner. There is considerable interest in the possibility that land 
use policies can become a "taking" when they restrict property rights in 
land and thus land value. 

Specifically, a knotty political-legal issue is to what extent can the polic1 
power be applied constitutionally before it becomes a "taking" under the 5th 
and 14th Amendments to the U.S. Constitution. Under eminent domain, propert: 
can be taken for public use -- but the landowner is compensated or paid for 
the property. 
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But what if you take only some of the landowner's rights to the property? 
Is zoning taking some of the rights? And at what point is the landowner 
entitled to compensation -- or how much regulation can be allowed before the 
landowner is· damagel:!? Should the windfall gains that happen because of zon
ing, land use or an interstate highway go to the owner or to society? And 
on the other ~ide, what if someone's property value is reduced or nearly 
voided because of land use or zoning? This is the opposite of a windfall -
it could be a wipeout. 

Rising Costs of Public Services - It is difficult to provide high quality 
public services to all our citizens, regardless of where they choose to live. 
The cost of extending services from existing urban centers to outlying de
velopment severely taxes many municipalities. A recent study by the Depart
ment of Housing and Urban Development (HUD) concluded that scattered, 
"sprawl" development that is typical in many conmunities is the most expen
sive form of residential growth in terms of public service, environmental, 
natural resource and personal costs. Higher density patterns of growth are 
more economical, particularly when carefully planned. Obviously, very high 
densities lead to tilany problems associated with congestion and large urban 
concentration. 

Low density, scattered development can involve minimal public costs when a 
low level of public service is provided. But for a given level of services, 
planned, clustered development reduces public cost of providing services. 

A number of fast-growing communities are beginning to adopt policies that 
allow development to occur only where public service costs can be minimized, 
and only when funds are available for expansion of sewer, water, schools, 
police protection and other necessary services. Another approach is to make 
sure the new development bears all the additional costs, and the burden of 
providing expanded services does not fall on the rest of the community. 

Current Indiana Land Use Policies 
The State of Indiana has delegated considerable authority to county and mu
nicipal government for land use policy making. Enabling legislation passed 
over the years has encouraged local governmental units to set up th~ ma
chinery to develop land use plans and controls. Seven different kinds of 
planning agencies can be created under these laws to guide the physical de
velopment of the areas they serve. Planning commissions serve local officic 
in an advisory capacity. They study and recommend policies affecting loca
tion and construction of new private and public structures for their juris
diction. Regional agencies supplement the work of local planning units, 
focusing on regional planning problems, helping secure federal grants and 
reviewing federal programs. 

In 1976 the state was served by well over 200 planning units that together 
cover every county: 
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Kind of Planning Unit 

Regional (Multi-county) Agencies 
County Pian Commissions 
Area Plan Commissions 
Metropolitan Plan Commissions 
City Plan Commissions 
Town Plan Commissions 

Number 

18 
53 
34 

2 
75 

Unknown 

The local planning units develop comprehensive plans and ordinances that 
become law when approved by elected officials. The nature and extent of 
these policies are related to the density and growth of population; the 
length of time the agency has been active, and the budget available. Various 
elements are found in the documents, but they typically include land use 
plans and maps, specific requirements on improvements and . other regulations. 
About three-fourths of the counties have policies being formulated and 
implemented by an active local planning unit for cities and counties. 

Few local units have well-defined, general policies on land use that reflect 
the thinking of a large segment of the population and can serve as a basis 
for land use planning over time. 

At the regional and state levels, policy planning relating to various func
tional planning areas has taken place. Implementation and enforcement power: 
are vested in local units of government. The Housing and Urban Development 
(~UD) Comprehensive Planning Program is being used at the regional and state 
levels to prepare policy recommendations. Regional agencies are serving as 
forums for local officials to meet and discuss policy directions, and they 
are being assisted in decision making by state and federal agencies. 

Land use planning is plagued by all the problems mentioned earlier. Diverse 
special interests compete with each other over land use controls, negotiatin 
new policies and modifying old ones. It is a constant, continuing process. 

Alternative Policy Directions 
A number of public policy instruments can be used to affect land use choices 
The challenge is to select the most appropriate combination of policies and 
effectively use them. Specific policies need to be part of a comprehensive 
planning package that is far broader in scope than most programs in use to
day. Most of these policies are in use now, but some specific policies are 
not used in Indiana at the present time. The policies are classified into 
four major groupings: (1) public regulation; (2) public investment; (3) 
taxation; and (4) public ownership and development rights. 

Public Regulation - Based on the "police power" of the state to regulate lar 
use for the "public health, safety, comfort, morals, and welfare" of the 
community, these regulations represent the most controversial of the alter
natives available to "control" land uses. Yet, for the purpose of control, 
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these regulations are the most consistently and widely used. Included withir 
a broad range of regulatory devices are zonin·g ordinances, subdivisions' 
regulations, and various nuisance ordinances. Pollution control legislation i 
a relative newcomer, also affects the broader problem of land use. 

While there is a variety of tools or devices for regulating land use, the 
most prominent tool is zoning. Zoning specifies areas or districts within 
the community where certain uses are allowed under varying circumstances. It 
is this narrowing of the range of uses allowed that is often objected to. 
Often this device becomes a political football, with local enforcing agencie! 
under a variety of pressures from special interest groups. Carried to ex
tremes, zoning can become a "taking" without compensation. Olanges are 
occurring so rapidly in many communities that the enforcing agency is hard
pressed to keep up with the changes. Often the new changes are so different 
from the communities' experience that the agency has little idea how to 
handl~ the. situation. Many of the ordinances are so inflexible that devel
opment is inhibited. At times,_even the other codes to regulate development 
contradict or conflict with each other and the zoning provision. 

Some communities are now in the process of coordinating their development 
codes into a single system, and are beginning to insert flexibility through 
the use of performance standards as a substitute for specifications. 

Several emerging techniques show promise in the use of zoning as a method of 
regulating land use: 

1) Planned unit development. The most important aspect of planned unit de
velopment is that the proposed development is viewed and judged as a uni1 
not in individual parts. Uses may be mixed so long as the result is 
harmonious. It is not that large-scale development is automatically goo, 
but the consideration of the relationship of the uses and the blend is 
important. It removes the sterile use-separation of more traditional 
zoning efforts, and replaces it ~ith an interesting, stimulating mix. 

2) Performance standards. Developers are asked to meet certain specific re· 
quirements for each proposal that are "tailor made" for each case. Some 
concessions may be granted such as allowing higher densities when the 
special conditions are met. This allows flexibility, but with some con
trols and a review of each proposal. 

3) Clustering, or the grouping of buildings on a specified minimum area, 
allows greater -:iensities on .the developed land but maintains existing 
allowed densities for the total tract. Construction should be carefully 
related to thenatural features such as the soil and the water table. 
The primary feature of this technique is the provision of open space and 
the efficiency gained through lower initial construction costs and sub
sequent maintenance costs -- thereby the consumer, the developer and the 
community gain. 

4) Conservation districting protects areas of particular environmental haz
ards, such as floodplains, steep slopes and wetlands. This technique is 
particularly useful.because it can be related directly to the public 
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health and the public safety. Floodplain zoning has received a great 
deal of attention in recent months. 

5) Increasing use of exclusive agricultural districts may achieve two bene
fits: (a) the protection of existing agricultural enterprises; and 
(b) the- promotion of economic and efficient delivery of public services 
and facilities. 

Perhaps the greatest single problem with public regulation lies in the area 
of inconsistency -- not only among the various regulatory methods them
selves, though this is a continuing problem, but also in the contradictory 
actions of governmen,t in the development process itself: zoning land for 
agricultural use, extending urban services into the county, cutting up par
cels by building new highways -- thus confusing the local citizen and creat
ing mistrust and bitterness. Public regulation of land use must be 
consistent with subsequent actions by the public. 

Public Investment - Land use is influenced by the location, type, and timing 
of public investments for capital improvements. Roads, water, sewer, solid 
waste, power, and .other public facilities will affect land uses and values. 

Traditionally, public investments have be~n evaluated in terms of the direct 
effects of providing services and requiring revenue either from taxes or 
service charges. Rarely have the impacts of public investments on land use 
been considered. Even less frequently have public investments been regarded 
as an instrumer.t of land use control. Comprehensive planning, however, in
cludes such investments among the influences in overall growth and develop
ment. 

The loca~~on of major facilities affects urban growth patterns, transporta
tion, industry, and land available for open space, recreation, agriculture, 
forestry, and other extensive uses. Some public uses of land require buf
fers for sanitary or aesthetic reasons. Highways dissect farms. Reservoirs 
enhance the value of adjacent properties. Irrigation changes the type of 
agriculture. Studies have shown that public investment may follow as well 
as precede development, but that development and public investment go to
gether. The issues of public investment and land use control revolve about 
the specifics of where, when, and how much. The traditional pattern is to 
provide pub lie services in response to private efforts. 

A new approach is "timed" or "staged" public investments determining when 
and where development shall occur. The purpose of this approach is to bring 
public expenditures into balance with public revenues. It insures that pub
lic services will be available at the time of development. Such an approach 
!.s subject to challenge if capital expenditures are at a rate substantially 
less than "natural growth" rate for the area or substantially less than the 
fiscal capability citizens would allow. The courts have upheld this ap
proach when it is not used to deliberately exclude new residents and discrim· 
inate against certain groups. 
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Taxation - Some taxes influence land market decisions which buyers and sell
ers make, while other taxes appear to be neutral in effect. The real 
property tax gets more attention than income taxes, but the latter may have 
the, -greater impact on land use_. Certain aspects of income taxes most c~r
tainly influence our decisions·. Other taxes that may affect land use are 
taxes on inheritance, severance of minerals, and sales of property~ 

Property taxes began in most states as simply a tax on the value of land. 
Now more than 30 states have taxes whose announced purpose is to affect land 
use patterns. These laws have several different names -- greenbelt, use
value, open space, and differential taxation. All of these laws are based 
on a notion that land on the urban fringes can be kept in open space by 
giving owners a tax break. Indiana has "preferential assessment" for agri
cultural land, which means it is assessed in terms of its present use value 
for farming, and not in terms of market value for potential developed land. 
Other states have additional tax breaks. 

Use-value tax laws are of such recent vintage that research as to their 
impacts is inconclusive, but preliminary findings suggest that such laws 
appear inadequate to preserve open space. This is not surprising, for the 
size of the tax break is small in comparison to the amount of money to be 
made by transferring land into higher-valued uses. The tax break is simply 
swamped by the capital gain. There is an additi.onal side effect from use
value taxes of rural land: the use-value tax shifts tbe tax burden onto 
properties that do not qualify for the tax break and onto other taxes. 

The use-value tax may slow down transitions in land use if (a) the open 
space area to be protected is planned in advance; (b) the benefits can be 
confined to "bonafide" agriculturalists. Under present laws speculators can 
qualify for the use-value tax by holding the land in open space while it 
"ripens." Land held for second homes, recreation, mining, and development 
may masquerade as agricultural land. 

Income taxes also have an impact on land use. The impact comes from the way 
the capital gains are taxed and from opportunities to deduct interest and 
property taxes from individual income taxes. By adopting a progressive in
come tax and a · flat-rate capital gains tax, we have made the rewards from 
capital gains exceedingly rich for the high income investor. By this re-

.ward system we have ensured that the wealthiest investors can bid the highes 
prices for the opportunity to share in prospective capital gains. This 
policy has made it inevitable that ownership of real estate with the ripest 
prospects for capital gains will concentrate in the hands of a small number 
of wealthy owners. 

The impact of capital gains could be removed by changing the tax law. This 
would remove a tax benefit from agricultural producers as well as from out
side investors. Such preferential treatment could be removed by refonning 
the federal income tax law, or, alternatively, states could tax capital 
gains in land. Massachusetts and Vermont have initiated such taxes on cap
ital gains . 
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Public Ownership and Development Rights - Land use planning, regulation, and 
control are often inadequate for achieving publicly determined g0als. Part
l)J, because of the restrictions on regulation traceable to the "taking 
clause" and partly for other reasons, state and local governments, often 
with federal aid of various kinds, have sought to buy rights in land rather 
than simply to regulate land uses. · 

Present government land holdings (largely federal) represent more than one
third of the total area of the nation. But these lands are not necessarily 
located where they are needed for public programs, or they may not be of the 
quality or type desired. Hence, acquiring land is often one of the neces
sary steps to policy planning. 

State ownership of land is sometimes considered the opposite of private 
ownership. But in the mixed U.S. economy, public land acquisition is usu
ally not approached ideologically, but rather as a practical alternative for 
achieving pub lie purposes. Where feelings run high, however, loose allega
tions are sometimes heard suggesting that public ownership and even regula
tion are not in keeping with our democratic system. But even where 
controversy is not intense, acquisition, at whatever level and for whatever 
purpose, poses difficult policy and procedural problems. 

To begin with, the acquiring government must decide among several alterna
tives: whether to seek fee simple title, or some lesser form of rights in 
land. And if the latter, then a choice must be made between the established 
and traditional forms -- such as easements or restrictive covenants -- or 
the newer forms, many of which have scarcely gone beyond the discussion 
stage but which ~re attracting considerable interest and attention. Two of 
these newer forms are purchase and lease-back arrangements and development 
rights. 

Purchase, and lease-back arrangements are simple. Planning agencies in Europ• 
use this technique extensively. American citizens have been reluctant to 
grant purchase rights to planning agencies, excepting urban redevelopment 
agencies. It is clear, in any case, that if purchase and lease-back powers 
are to be used, the quality of comprehensive planning will need to be im
proved ~onsiderably. In some discussions, purchase and lease-back arrange
ments are considered as a type of '.'land banking" -- a general term suggestin: 
that governments or government agencies be given the authority and funds to 
buy lAniis in anticipation of future needs, leasing or renting them out until 
needed for the designated future purpose. Land banking also requires rig
orously prepared comprehensive plans, as well as adequate funds for the 
initial land purchases. Lack of funds, in fact, is often the most serious 
problem for agencies seeking to acquire land and land rights. 

In several states, legislation has been considered for establishing a sys
tem of purchase or transfer of development rights in land. Some limited 
applications are now in use for special purposes. 

A development right is basically a creature of property law. 
the numerous rights included in the ownership of real estate. 

It is one of 
A mineral 
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right (i.e., the right to mine and remove minerals from the land), an air 
right (i.e., the right to utilize the air space above the land's surface), 
or the right to travel across another person's property are examples of the 
various · rights of land ownership.. A develop:nent right is the right that 
permits the owner to build upon or develop his land. Rights of ownership 
in land may be separated from other rights and regulated by government or 
sold by the owner and transferred separately. 

For example, an owner of land may sell his mineral rights or air rights and 
still retain ownership and use of the land surface. A common example in
volves an owner's sale of an access easement to a public utility so that 
utility lines can be established and maintained on the owner's property. 
Similarly, an owner may sell all of his rights to develop his land, and 
these rights may be bought and sold by persons other than the owner who 
still retains the ownership to the land. 

Development rights are conceived in a variety of ways for a variety of pur
poses. Under one system, a government unit purchases the development rights 
(much the same as the purchase of easements), then either develops the land 
itself oi- leases the rights to private parties for their use. The purpose 
may be to encourage and control urban development, or it may be the oppo
site, to preserve the land in its present state, and prevent development. 
This, of course, requires considerable public funds. 

Another system can be designed to create a market in development rfghts 
where they can be transferred between individuals, but subject to control of 
government. Owners of developable land are required to buy development 
rights from owners in areas designated as "preserved open space." This 
sharing of development rights value compensates land owners who hold their 
land in agriculture or open space. It also means developers pay directly 
for the rights instead of government. 

Development rights is a new concept that 
traditional zoning and taxation schemes. 
aspects of property law. 

may solve some of the problems in 
It combines planning with certain 

Who Will Decide Land Use? 
One of the hottest debates going on is the controversy over who should be 
making land use decisions. Earlier we discussed the pros and cons of let
ting individuals, acting through the land market, allocate land. The con
cept of individual property rights is involved, and so is the belief that 
private interests and personal choice should govern land use. So, one of 
the options is to let private interests make the majority of decisions. We 
have seen some of the problems with this concept and the need for at least 
partial public control to being in the interests of the total- community. 
But, if public decision making is to play a role, at what level of govern
ment should public decisions be made? 
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Historically a state's right, land use regulation has been exercised at the 
local level through state legislation delegating this authority to county 
and municipal government. So ingrained has this tradition become that the 
level of regulating responsibility is a major issue of the times. All 
levels of government -- federal, state, and local -- have become embroiled 
in bitter controversy over who should do what. The question is not whether 
"something" must be done, but rather how, at what level, and by whom. 

Adding to the complexity and to the confusion is the rising tide of reg
ionalism within both state boundaries and multistate organizations. Many 
fear these agencies as "super" governments intended to replace the levels 
of governments below them. 

In the summer of 1974, a National Land Use Bill was defeated in the House of 
Representatives. The Senate's version was passed in the summer of 1973. 
Both bills attempt to encourage state government to establish serious land 
use planning procedures. 

Two major factors seem to contribute most to the question of which level of 
government is most appropriate to exercise land use regulations: 

1. The sheer· size of some developments simply overwhelms some government 
entities -- new towns, for example, or mining on a large scale seems to 
be beyond the power of the local level of jurisdiction. 

2. Technology, in the form of monitoring equipment and in the form of data 
manipulation, has increased our capacity to analyze the impacts of 
development on a broader scale than was possible just a few years past. 
Thus our awareness level has been increased considerably. 

Some land use issues affect only a neighborhood, others an entire region or 
state. National policy may conflict with local and state initiatives. 
Actions of federal and state regulatory agencies indirectly affect land use. 

At times the issue comes down to choosing between no land use controls at 
all, when local units refuse to act, and some higher level of government 
coming in to administer controls. ·citizens take their land use concern·::. 

to that unit of ~overnment that shows the greatest concern and responsive
ness. 

Summary 
In the process of working out land use decisions there is no substitute for 
adequate information and an understanding of the issues at hand and the 
implications that follow decisions. Our ability to understand and predict 
consequences has improved, and new policy, instruments can be created if we 
want to use them. Policies need to be coordinated into a complementary, 
total system. 

When citizens understand the issues, the roles they play in policy formu
lation, and the tools available, they can make better decisions. What is 
needed is willpower and brain power to _get on with the job. 
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IMPROVING PRODUCTIVITY 

In 1972, famestown, N. Y., was a 
ci,y floundering in economic de
cline: uncmploymenl hil 10.2 per

cenl (comp.ired wilh lhe ruuional aver
age of S. 9 percenl), businesses failed or 
relocated outside the region, and the 
number of jobs conlinued to decline 
steadily. Jameslown, an old man
ufacturing cily of 40,000 localed in the 
state's southwestern comer, was tom 
by labor-managemenl disputes. Fac
tory strikes routinely dragged for 
weeks. Its reputation for a bad labor 
climate hurt its ability to attract new 
business and encourage expansion of 
exisling businesses. 
· Two years later Jamestown had 
lurned ilself around. Its unemployment 
plunged in September, 1974 to 4.2 
percent while the national rate soared to 
9 .1 percent. Some near· bankrupt co~ 
panics were rescued. New businesses 
started moving in. Jamestown's dr.a
matic revitalization got the city cited in 
1973 as an All-America City by the Na
tional Municipal League. 

Jamestown's success in rescuing it
self from the quicksand of chronic de
cline drew a great deal of attention in 
the early 1970s. Observers pointed to 
Jamestown as a great hope in Northeast 
manufacturing. Whal helped the aging . 
manufacturing city was the old-
f ashioned, largely forgotten, technique 
of the labor-management committee. 
The success has led to proposed legisla
tion designed to encourage com
munities to use third party assistance. 

The Labor-Management Committee 
has helped Jamestown improve finan
cially; swings in the city's unemploy
ment levels have softened to rates con
sistent with the national economy. Un-

employment in 1977, for example, 
hovered at the national average. 7 per
cent. Jamestown's worst unemploy• 
ment was in 197 S ( close to 10 percent), 
also the worst year for United States 
unemployment (8.S percent) since the 
Great Depression of the 1930s. 

"Our local unemployment was al
ways worse than the national level," 
says John Eldred, coordinator of the 
Jamestown Labor-Management Com
mittee.· Eldred says of the period before 
the committee, ''When the economy 
went down, Jamestown suffered twice 
as much. I believe that if the Labor
Management Committee hadn ·1 been 
around in 1975, the unemployment 
level in Jamestown would have been 
even worse." 

A Victim or Success 

In a way, however, Jamestown can be 
seen as a victim of its success. Because it 
has retained local companies effectively, 
attracted new ones, and provided an at
mosphere that enabled some companies 
to expand, city officials foresee a worker 
shortage-particularly for skilled 
labor--beginning in the early 1980s, in 
the city and surrounding Chautauqua 
County (population 150,000). This 
population trend is apparent in decreased 
school enrollments. The reservoir of 
skilled labor that routinely ~ame 
available when plants closed down has 
dri!=(i up. 

Among ideas Jhe committee is 
weighing to avoid the unexpected 
worker shortage are bringing more 
women into the work force and getting 
people to use job sharing, a technique 
more common in government but 
adaptable to factories. 

Peter Nye, NATION'S CITIES, © April 1978, pp. 17-20. Reproduced by 
permission of the National League of Cities, Washington, D .C. 
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It was the city's Democratic mayor, 
Stanley N. Lundine, who was the 
catalyst in the forming of the committee. 
Lundine, a native of Jamestown, cam
paigned for mayor in 1969 on a platfonn 
of redevelopment. Upon taking office in 
1970, Lundine began redevelopment 
with conventional programs. But the 
economic decline that began nearly 
twenty years earlier demanded tougher 
measures. The biggest crunch came not 
long after he took office when Art Metal. 
makers of office furniture. shut down its 
plant. the equivalent in size of twenty
eight football fields. and threw 700 em
ployees out of work. 

Re-elected in 197 I by a two-to-one 
margin over a conservative opponent, 
Lundine was ready to take more direct 
action to salvage the city's eroding eco
nomic base. Between his re-election and 
inauguration, three men discussed sepa
rately with him fonnation of a labor
management committee, a concept that 
has been in practice since the 1920s. 
(Secp.21) • 

One was Sam Sackman of the Federal 
Mediation and Conciliation Service 
(FMCS) field office in ne:irby Buffalo. 
Before his assignment to western New 
York State he worked with labor
management committees in Pennsyl
vania cities. He suid a study of strikes 
showed Jamestown was no different 
from some other cities. yet Jamestown 
suffered more because of its reputation 
for strikes. 

.. That meant we had 10 change the 
image of Jamestown to the world," he 
says. "The labor-management commit
tee was the approach." 

Sackman had been discussing James
lown 's worsening labor reputation with 
Alvin G . Mardon of the Jamestown 
Manuf acturcrs Association. and 
Raymond Anderson. a Jamestown auor-

. ney who represented local manufac-
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turcrs. Out of their experiences, they 
agreed that if a labor-management 
committee were to be fonned, it would 
have to avoid collective bargaining. 
grievance procedures. and arbitration. 
The three men knew such a committee 
would not bog down in the ritual of 
labor-management negotiation and be
come an enemy to both sides. 
· Lundine immediately favored the 
committee idea and considered how to 
put it into action. 

The Mayor Moderates 

.. The key to helping our economy 
was improving the manufacturing situa
tion ... he said. "So I called the twelve 
biggest finns in the city together in 
January, 1972. They were receptive 
and vinually all of the chief executives 
came. We discussed their problems 
and I told them that if we were going 
to reverse this economic: decline. pri
vate business would have to be the 
cornerstone in the redevelopment. I 
also told them I was going to meet 
with labor leaders the next day to dis- . 
cuss their problems ... 

Early the next month the two groups 
met together with Lundine as moderator: 
The mayor invited fifteen top labor offi
cials, representing a majority of the met• 
ropolitan area·s 20,000 factory workers, 
and fifteen corporate leaders, represent
ing local finns, to the first joint meeting. 
The meeting was supported by the medi
ation service. so cost nothing to set up. 
Some of the representatives had seen one 
another before--but only from across 
the bargaining table. 

It wasn't long before a labor represen
tative stood up and shook his fist at the 
managers. accusing them of deliberately 
keeping business out of the area to keep 
wages low. Managers retorted the 
charge was preposterous and accused 
labor of featherbedding . 



"Everybody wa.,; pointing a finger at 
everybody. Nobody wanted to take the 
blame for Jamestown· s having the repu
tation of a strike-happy town. But the 
more we talked and listened, the more 
we understood that everything came 
down to the same thing: every company 
has to make a profit because they're not 
in business just for their health, and 
when we got involved with the problems 
they were having. we could understand 
how to get what we wanted." 

The speaker is Joe Mnson. union co
chainnan of the labor-management ex
ecutive committee. Mawn. a directing 
business agent for the International As
sociation of Machinists and Aerospace 
Workers. has been with the committee 
from the start. He has been the only labor 
co-chairman of the el!,ecutive commit
tee; rruinagement has had thn.-e co
chainnen (John Walker. president of the 
Jamestown Metal Manufacturing Com
pany, currently serves.}. 

In subsequent meeting!!, labor ansl 
management r~~ntativ~ aan;;d 
upon mutual goals. particularly on the 
need for improving labor relation!!. uo
srJdingjob skills. and incn:a.o;jna pro
ductivity. Both parties agreed that.!!!• 
creased pnxluctivity doesn't mclln 

strictly a production speedup; th9 
.:iought ino;tcad to increase prcxluctivity 
through reducing absenteeism, breakage 
of products, and waste of materials dur
ing the manufacturing proces.,;. 

Committees in the Plant 

Out of the committee grew numcmus 
labor-management committees in the 
plants. Management, from foremen to 
presidents, continued meeting regularly 
with union leaders to explore ways to 
help improve productivity and generate 
job satisfaction. But it was smaller 
committee sesi.ions in the plants that 
helped drJw knowledge and suggestions 
from the worker.I. Some sessions sought 
to improve the work now; others turned 
into forumi. for venting gripes; but the 
exchange alwayi. enabled both i.ides to 
sec the other·i. problems. 
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The Labor-Management Committee 
wasJamestown'i. principal r-Jllying 
point. It got labor and management 
working together in the interest of the 
community. The committee established 
goals of increa.,;ing pmductivity, im
proving the skills of the labor force, and 
attrncting new industry. 

Membership has delihcr.11ely been 
kept voluntary. ''Anyh<xly can walk 
away any time they want.·· Mason says. 
Some parties have left. but they always 
returned, anc.l what appears to be a 
weakness is in fact a strength. he ac.lc.ls. 
Committee policies arc made by a 
sixteen-member executive b<mnJ (eight 
from labor, eight from management). 
part of the greater thirty-six-member 
committee. The executive b<mrd meets 
to hear complaints of problems and offer 
suggestions. The committee also offers 
suggestions on speakers to invite to 
schcdulcc.l c.linner meetings .ind short 
seminars to help hcac.l off labor
management frictions. 

Enter the Expert 

"We recognized there was need for a 
full-time expert to deal with sensitive 
problems." Lundine said. Enter Dr. 
J amei. McDonneJI of the New York 
Stale University College at Buffalo. He 
became the first coordinator in June, 
1973 (He was succeeded thirteen months 
later by Jamei. Schmalz. a lah<,r relations 
consuttant from Buffalo. who was suc
CL'Cd1:d hy Elc.lrcd). His position was 
fundL-d in part by an Economic Devel
opment Administr.ition grunt of 
$22,500, rm11chcd by $7,500 in local 
funds. Additional expert advice came 
from the National Commission on Pro
dm:tivity. The commission funded a 
dcmonstr.tlion pmgrnm for Dr. Eric L. 
Trist. an English expert on worker qual
ity of life from the Wharton School of 
Finance. He helped the city work toward 
a new appro:tch to increasing the com
munity competitive capacity. 

"My joh was to facilitate improve
ments between lab<,r and management,·· 



Md)onnell sayi.. "I would talk to labor 
and 1m1m1gemcnt people separJtely 
ahout what was bugging them. Then I 
would misc questions to both r,artics and 
get them to agree that they had common 
pmhlcm.,;. I would listen to the discus
sion. help them work toward a consen
sus, and reach a solution.·• 

A typical issue. he sayi., was the train
ing and orientation of new worker!i. 
Management complained that hrcaking 
new employees into a job always takes 
time. which slows productivity. l..lbor 
asked if there was a better way to break 
in new employees. The coordinator· 
would get approval of both parties, then 
arrange for an instructor to design a pro
gram to speed shop-noor instruction. 

The Quaker Method 

"We operated on the Quaker 
method," McDonnell says. "That is, 
we never took votes on anything because 
then we would be getting p¢ople to line 
up on sides. We talked about thfogs until 
we reached a consensus. Then it was my 
job to locate the resources or whatever 
was necessary to meet with the approval 
of the committee." 

Through the process. the Labor
Management Committee has had abso
lute control over what it agreed to do. 
None of the three coordinators has any 
way of forcing anything upon the com
mittee members. The coordinator's role 
as facilitator has remained unchanged. 

About the same time that Mayor Lun
dinc was fonning the Labor-Manage
ment Committee, Chautauqua Hard
ware, maker of knobs and other furniture 
hardware, went through a complete 
reorganization and staged a comeback. 
While Jamestown was hobbled by the 
national economic downturn in 1971 , 
Chautauqua Hardware wa,; hit even 
harder. It owed consider.ible money and 
had filed Chapter XI of the federal bank
ruptcy laws. Its 200 employees worked 
without pay to save their jobs. 

G. James Creighton was recruited 
from a St. Louis corporation. "There 
was no magic to our success," says 
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Creighton, now company president. He 
attributes the succci-s to "good man
agement and hard work." Debts were 
paid at I 00 cent,; on the: dollar. 
Chautauqua since has doubled it,; staff 
to 400 and is contemplating further ex
pansion. 

Another company that righted itself in 
the early 1970s was Jamestown Metal 
Products, which was bought by eighty
seven of it,; 110 employees. Originally 
part of the Automatic Voting Machine 
(A VM) Company, Jamestown Metal 
Products, maker of cabinets, sinks, and 
counter tops, was saved from liquidation 
by a majority of its employees, their rela
tives and friends. 

Although the successes of Jamestown 
Metal Products and Chautauqua Hard
ware were only coincidental with the 
fonnation of the Labor-Management 
Committee, both company presidents 
agree that the labor situation ha'i im
proved substantially since the committee 
was fonned. a factor that has helped nur
ture their and other companies. 

The crowning recognition of the im
provement in Jamestown's labor climate 
took place in spring, 1974, when Cum
mins Engine Company of Columbus, 
Ind., bought the abandoned Art Metal 
building in L.ikcwood, a Jamestown 
suburb, for a branch plant. Company of
ficials were attr:1cted to the quarter-mile 
long, 928,000-square-foot building 
that accommodated it,;elf to their kind 
of manufacturing--diesel engines and 
components. Company officials spent 
months examining the local labor situa
tion before deciding. In the end, the 
change in l:ibor-managemcnt relations 
became an important factor. 

Jim Muhlfeldcr, director of personnt 
at the Lakewood plant, said, "If the 
tabor-management climate of the 1960 
had prevailed when we were deciding 
where to open a new plant, we probabl 
wouldn't have moved here." 

Cummins began operations in the 
plant in the autumn, t 974, and today 
employs 420 people._ 



THE SMALL TOWN THAT WORKS 

"W ekome to Bedford. Limestone 
Capital of the World," the sign says. 
Traveling along U.S. Highv.-ay 37. n 
miles south of Indianapolis. it's diffi. 
cult to miss the sign, if only because of 
the derrick supporting it. The sign 
docsn' t say the derrick was hauled there 
from a nearby quarry where it W2S no 
longer nccd.cd. Nor docs it say chat 
Bedford limestone adorns some of the 
nation's most famous buildings, among 
them. the Empire Seate and the Wash
ington Monument. 

Oucside of Indiana limestone coun
crv Bedford is hardly a household 
w~~d. But in Bedford, folks arc pretty 
much satisfied because the town has 
made slow. steady progress ovef the 
years. What are the faetors contribu~g 
to this progress? How docs a small Clty 
plan for its furure? What kinds of forces 
and leadership determine the ebb and 
flow of life in a rural Midwestern town? 
Perhaps Bedford on shed some light on 
these questions. 

If having a derrick at the Bedford city 
limits seems like the public relations 
scheme of some clever booster, the 
assumption is correct. In Bedford, that 
person is Merle Edington, president of 
the chamber of commerce · and its fi. 
nancw arm, the Bedford Industrial De
velopment Foundation, Inc. Edington 
isn't the only force working to expand 
Bedford's economic base. But, given his 
mle, personality, and skills as a pro
fc°ssional industrial developer, Eding
ton has become the most visible and 
controversial figure in Bedford. "I 
weigh almost 300 pounds, and I've still 
got more critics per pound than any 
man in this town,'· he says. 

Currently, Edington's number one 
priority is developing Bedford's fim 
complete indUStrial park. The 40-acre 
park, located near the newly completed 
four-lane stretch of Highway 37, could 
provide 1,000 new industrial jobs and 

. 680 nonmanufactUring jobs bringing 

in over $8 million in annual personal 
income-plus a heliport. In a town 
with 15,000 people and a heretofore 
unstable economic background (unem
ployment~ 13.9 percent in 1970 and 
is about 5.4 per cent today). these fig
ures arc substantial, Edington points 

· O'Jt. The park is planned as a demon: 
stration model for the newest uses ot 
building materials, energy conserva
tion. and production systems. 

In addition, Edington is working on 
two other major projects. A S l. 5 mil
lion touri$t center, now in the prelimi
nary design stage, would highlight Bed
ford's history as the limestone capital. 
Edington's ocher project is an attempt 
to convince Indiana congressmen and 
senators to relocate the railroad cracks 
chat twice bisect the town's central busi
ness distriet. More than a thousand 
freight cars pass through the CBD daily. 
and a recent study estimated the relo
ation cost at $10 million. 

· Although Edington was born and 
raised in the Bedford area, he left the 
city years ago. By the time he returned 
in 1969, he had extensive experience as 
a management consultant. While trav
eling around the United Sutcs and 
Canada in that capacity. he learned 
smtegies and techniques thai a small 
town could use co develop ics economic 
potential. With that kind of back
ground, Edington is perplexed,. but re
signed, by the attitude of Bedford 
city officials toward economic: develop
ment. Both Bed.ford and Lawrence 
County have separate economic de
velopment commissions with the 
authoritv ro issue industrial revenue 
bonds. ·But the city, in effect, has 

abdicated its responsibility. n 
In formulaong a growth stmegy. 

Edington has stressed the need for an 
.industrial park, in large part because 
Bedford has a serious shortage of good 
industrial sites for factories. The city 
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lies in the -~dst of iolllng. forested 
counayside, which aruacts an incrC2.S
ing number of tourists to the nearby 

parks and lakes. The · ternin cleuly 
limits the \-Weties of economic enter
prise. In this part of Indiana, the soil 
is cypically good enough for pasture 
but not for raising cash crops like com 
and soybc2ns. To economic promoters 
like Merle Edington, the visual bouty 
of the land and the corresponding 
abundance of recreational opportUni
cies prescnr a trump card for selling 
the "quality of life" fu:tor to potential 
industrialists. ·'We can show these fel
lows lakes and golf courses,'' he says. 
"We· re in the middle of five state 
parks in a 40-mile radius. We're also 
halfway between the Kenrucky Derby 
and the Indy 500." 

On the other hand, Bedford's indus
trial potential is limited by the shortage 
of indusmal sites and by a labor pool 
limited both in numbers and variety of 
skills. However, Edington says the gen
eral attitude among community resi
dents tov.·ard economic growth is pro
gressive and alert. 

Bedford workers historically have 
shown an adaptability dictated by times 
and circumstances. Following World 
War II, for exunple, the limestone in
dustry never regained its former starure 
in the county. The number of jobs in 
the industry fell from a peak of 3,000 
co the present 600. In its stead, another 
industry moved in~the Central Foun
dry Division of General Motors Cor
poration. GM converted a former scone 
mill for war use and then converted it 
again for peacetime production. 

The plant now is one of GM's major 
foundries, producing aluminum putS 
for automobiles. With the emerging 
market for smaller and lighter cars with 
aluminum putS, the foundry has be
come Bedford's largest employer, with 
1,600 emplorees. Further plane and 
employment expansion are envisioned 
for the foundry in the neu future. 

That expansion would not be possi
ble if it hadn ' t been for the construc
tion of a new access road from Highway 
3 i to the foundrv encnnce. The road 
was c...""Ucial becaus~ the foundry receives 
its primary resource material-molten 
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aluminum-in direct truck shipmenrs 
from Evansviile. The importance of 
building the access road was not lost 
on either Edington or Bedford mavor 
Love!! Harp, both of whom have realis
tic attic-..ides toward helping existing in
d1.1srries expar.d, rather than shooting 
for pie-in-the-sky. large-scale industrial · 
development. Says Edington. the exist
ing stock of industry probably makes 
Bedford "the most fortunate com
municv of this size. " In addition co 
r.he G~i foundry and the limestone in
dumy, Bedford has a Ford plant, a 
KaC)er aluminum facilicy, a U.S. Scee! 
plant, a garment factory, and an as
sorunenc of ether light cc h~vy indus
c..-:ial oper:i.cions, 

A wood pallet factory recently began 
operation in another old Bedford mill. 
The lumber comes from ncarbv forests. 
The factory owner, Arno Lessheim, 
and Ervin Otte, the Purdue Universicv 
extension . agent for Lawrence County, 
came uo with an idea for selectivelv 
harvesting only the "junk" trees whos~ 
presence delays the macuracion of 
healthier trees by denying light and 
moisture co chem. If everything v.·orks 
auc, the timber induscrv in the Bed
ford area will fulfill an L'!lport:l!lc eco
nomic need :.nd at the same ci.rne prb
vide jobs. 

The pallet plane lies at one end of the 
economic development spectrum in 
Bedford. and die industrial park lies ac 
the ocher. The park irself might never 
have materialized v.·ichouc the expan-
sion of Highwa~• 3 i, which borders the .,, 
park. In March, construction of the 
necessary infrascrucrure for the park was 
about halfway finished. Edington had 
noc yet approached possible prospects 
because the final per-acre price of the 
land awaited the completion of infra
structure. 

Given the relatively high cost of land 
and the limited numoer cf good mdus-
t.rial sites, in on 1ncen co 
tenanrs care 11 •. "We're hoping to gee 
m· uscries like machine cools and elec
cronics, which pay high salaries . With 
only 40 acres in the park. we cannot 
lfford to attract 10-acre indusuics pay
ing minimum wages. ·· 

The Bedford Industrial Development 



Found:i.tion has received $233,000 f~o~ 
r.he Economic D~vclopmenc .~dmuus
c..-:i.tion to develop the indusmal park. 
While Edington is jealous of federal 

funds going co other regions of the 
counay (he calls it foreign. aid), his 
associates in city hall greet these funds 
with mixed emotions. 

Mayor Harp, for one, is panicularly 
cynical about state and federal govern• 
ment. '• All these state and federal pro
grams require you to include the public 
in the planning · process. But then, co 
impiement the programs. you have co 
cum around and do what the regula
tions say anyway. Congress should pass 
a bill that says. 'This is_ what we wane 
done.• Then they should cum it over 
to the locals and say, 'You write the 
regs."' 

Harp doesn't believe . Indiana re
ceives its fair share from the federal 
government. "Indiana getS back 54 
cents for every dollar it sends co Wash
ington. It doesn't have co be that way. 
We should stop sending that much of 
our cax money co Washington and 
spend it locally inst~d. We'd get $2 
back for every dollar we put in.'· 

Nevertheless, Harp dutifully applies 
for state and f cderal aid when the city 
can't afford a major improvement, 
such as a sewerage system project or 
the industrial park access road. ''Then 
I get down on my knees and shine my 
bureaucratic boots," he savs. His dis
enchantment in bending ·co the dic
tates of the funding system is born of 
necessity. 'Tm not as opposed co get• 
ting federal funds as some officials 
are," Harp explains, "because other
wise I wouldn • c even apply for them. So 
if sweet-talking the system is what it 
cakes co secure the f edcral dollais, then 
that's what h25 co be done." 

Although Harp will apply for federal 
grantS, one common funding source he 
will not exploit is municipal bonded in
debtedness. He traces this approach to 
the lessons learned in his first term of 
office. When he cook the mayor's job 
si.'< years ago, the city v.asn'c in sound 
fiscal condition because of the borrow
ing habits of the previous administra
tion. As one of his highest priorities, he 
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set out co correct the debt situation. 
Since the state has a frozen cax levv 

and the county was gro"'·ing only gradu·
aily. Harp assumed the city would never 
have enough money co do all the things 
it 'llo'anted to do. Consequently. the fis. 
cal process was simplified. ''Since we 
know cxactlv how much monev we arc 
going co gc~. based on the fr~zcn tax 
levy, we sc.arc with that figure and figure 
out what we're going to buy each 
year.·' Reinforced by his diswtcful ex
perience with paying off past w: bur
dens, Harp is determined not co issue 
bonds. 

This fiscal consc:ncism, as perceived 
by Merle Edington, is a source of fric
tion between city government and the 
chamber of commerce. A case in point 
is the industrial park: When it needed 
sewer and water extensions, Edingcon's 
Industrial Development Foundation 
built and gave chem to the city . 

Edington admics the city already is 
burdened with a majoc improvement co 
the sewage treatment plane and collec
tion system. •'They're playing catch-up. 
doing sewer work that should have been 
done 25 years ago. They don't have the 
ability co promote economic develop
ment," he says. But, in this case, it's 
not a simple focal decision but a polit
ical decision of the mavor. 

Another source o( friction between 
the city and the chamber revolves 
around ·the zoning requirements for the 
industrial park. According co the lan
guage of the zoning ordinance, Eding
ton says, a 25-foot buffer is required 
bern·ecn the park and all residential de: 
vclopment. "That's not economical, 
since the terrain is a problem here, 
We're simply· not in- -thc ··position co 
meet chis requirement,•' he contends. 
Thus, the foundation proposed that the 
rcquiremcncs be waived and chat a 10-
foot utility casement serve as the buffer. 
Tne plan commission has approved the 
variance applio.tion, and it now goes co 
the city council. 

In general, Edington questions the 
wisdom and suitability of the zoning 
ordinance. ''These rcquircmcm:s were 
drawn up 1i years ago by planners 
from an urban area using urban criteria. 
If all of the criteria were co be met, 



we wou(d never Mve an industrial 
park,'' he says. Realizing his position 
on the issue has ruffled some feathers, 
Edington nonetheless expresses no mis
givings about his behavior. ''I'm not 
here to win votes. Nor am I hired on the 
basis of somebody's inherited political 
beliefs. There's no elected official that's 
going to say I can't work for the cham
ber .... I'm here beouse I want to 
be." 

The bravado of these remarks has not 
gone unnoticed. Since coming from 
Richmond, Indiana, four years ago to 
manage radio station 'wBIW. Dean 
Spencer has been an interested observer 
of events in Bedford. ''Merle Eding• 
ton is a bull-of-the-woods cype of indi
vidual," Spencer says. "His attitude 
is, Tm bringing this industrial park 
into the city. Move all the obstacles out 
of my path. I'm doing chis for the city.' 
That's what you run into in a small 
town. He could have smoothed the 
way. He should cry to work with 
people. But maybe this type of person 
is the mosc effective in the long run. 
This is a citv where one man does make 
a differenc;. '' 

Because he is from a city three times 
the size of Bedford, Spencer provides 
some interesting insights on the temper 
and tempo of the town: Overall, Spen
cer senses an insular attitude among 
the leaders and citizens of Bedford. 
"Maybe .it's a question of never MV• 
ing been outside their own walls,'' he 
s..ys. In Richmond, the mayor, the 
chamber of commerce, the banks, and 
the utilities all work together, he says. 
In B.:dford, that's not the o.se at all. 

As an example, Spencer points to the 
troubled central business district-the 
town square around the county court
house. J. C. Penney is moving co a new 
site in the Limestone Plaza Shopping 
Center being developed near the four
lane highway. Kresge recently left the 
CBD, but Woolworth's has built a new 
facility on the square. As in other, 
older, small-town CBDs. one of the big 
problems is parking. But major reviuli
zation plans for the CBD have been 
shelved until the railroad t.~ck rel0<:2· 
tion problem is resolved. 
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In similar siruacions elsewhere, the 
planning department often rakes an 
active role in concert with the cru.mber 
of commerce or downtown associations. 
In Bedford, the planning department 
has neither the mandate, the funds, 
nor the so££ to pumic such projects. 
Joe Becherer, Bedford's planning di
rector, building inspector, and secre• 
wy to the zoning board of appeals. is 
restricted in his acti•,ities bv the limited 
city budget. "We don't h~ve any funds 
for a planning director co sit a.round 
and draw up plans for something 9thcr 
than a major piece of equipment or a 
new city hall," explains Harp. Essen
tially. Becherer' s role centers on con
trolling the cyp.ica! brush fires that 
erupt in a town of Bedford's size. Much 
of the housing in Bedford is substan• 
dard, but the city h2Sn'c been success
ful in tearing down or renovacing any 
of it. Becherer says the city is ham
pered by the lack of controls to use 
against offending landlords, as well as 
by the crowded schedules among attor
neys and prosecutors. 

"If there were more money in our 
budget, I could be doing long-range 
planning and updating our master 
plan,'' Becherer says. ''We also cried for 
iOl funds but v.·eren't eligible." Y ct he 
docs not seem pucicula.rly concerned 
about the low-key role of t.1-i.e planning 
department in the life of the city. In 
reference to Edingcon's request for the 
industrial park variance. Becherer antic
ipates no problems. Edington has had 
no choice but to follov.· the zoning 
variance procedures. 

Given the variety and intensity of 
problems that Bedford has had to over• 
come in its historv, it doesn't seem 
likely that empiri~ decisions such as 
the matter of the variance or who pays 
for what will shape Bedford's future. 
Underlying these decisions are the more 
important political and psychological 
differences between Harp and Edington. 

If Edington and Harp were co sv,·itch 
rcles. for example, what consequences 
would it have for the town? This ques
tion cutS through co the heart of the 
matter. The point is that the force of 
personality in a small cown like Bed-
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ford does make an important difference. 
The power lies not in position so much 
as in politia.l disposition ind psycho
logia.l willingness to act. 

Charles Roche, the regio02..l planning 
commission director, says th.is about 
the function of personality in Bedford's 
economic development: ''One rnan can 
accelerate the development process. 
It wouldn't have occurred as rapidly 
without Edington. Merle doesn't waste 
cime crying to impress you or win your 
friendship. There's something co be 
said for diru.torship." 

Dean Spencer d2.i.ms the access road 
to the foundry would not have been 
built without Edington. ''Without 
Merle, we wouldn't have the indus
trial park either." 

Ma.yor Lovell Harp is almost the 
perfect counterpoint of Merle Eding
ton. ''I never did consider myself a 
politi~." he says. "When I got th.is 
job, it v.·as a part-time job. I was sort 
of thinking of it as semirecircment. But 
it's cwice the job it was six years ago 
when I was the first Democrat elected 
here in many years." 

Asked about his current plans for 
the city, the mayor says major priori
ties have already been completed or 
are in the process of being completed: 
the sewage creaanent plant, a fire sta
tion, and senior citizen and subsidized 
housing developments. "I don't have 
any new projectS because I don't have 
any funds. We're just doing general 
improvements. But you've always got co 
have something to ampaign on, I 
guess." 

Bedford, Indian,., is an example of a 
small town whose induruial interests arc 
charting its economic course. Whether 
policy makrn in a small town ultimately 
can implement their own plans----or 
must merely react to decisions made by 
industry-is a question for another in
vestigation. But the situation in Bed
ford docs illustrate the importance, for 
better or worse, of a bull-in-the-woods 
leader whose territory ranges as far as his 
personality and his finances v.•ill lead 
him. 0 





WHAT'S NEW IN BALTIMORE? 

I n 1977, Baltimore stepped up its ef
forts to enlist the cooperation of the 
entire business community in the 

hiring of unemployed and qnderem
ployed workers. City officials worked 
neighborhood by neighborhood, ap
proaching both large and small com
panies to encourage them to hire from 
the large pool of unemployed city resi
dents who were enrolled in Baltimore's 
Comprehensive Employment Training 
Act (CETA) program. 

The city had had continually high un
employment rates (9. l percent in March, 
1978) and ranked among the most se
verely affected in the country. The wel
fare population has been well above the 
national average and more than 50 per
cent of the city's residents arc 
minorities. Between 1970 and 1976, the 
city had a net loss of 34,200 manufactur
ing jobs. 

City officials are realistic, they know 
that turning this type of economic situa
tion around is difficult. The decline 
began in the early 1970s, and worsened 
during the 1975-1976 recession. It has 
taken a concentrated effort on the part of 
the major public and private groups in 
the city to develop a momentum for eco
nomic development. It may take another 
year or two, they say, before the city can 
be confident that current initiatives will 

succeed_ and be expanded. __ .. __ _ _ 

Mayor William Donald Schaefer has 
personally led the effort to revitalize the 
city. He established a Community Eco
nomic Development Coordinating 
Committee to provide policy direction 
and improved coordination between the 

public and private sectors. The major 
actors in employment and economic de
velopment sit on that committee: the 
directors of the mayor's Office of Man
power Resources, the mayor's Depart
ment of Housing and Community De
velopment, the Baltimore Economic 
Development Corporation, and the 
Greater Baltimore Committee. The 
coordinating committee has actively in
volved the Regional Planning Council, 
the City Department of Planning, the 
Greater Baltimore Minority Purchasing 
Council, and the Baltimore Council for 
Equal Business Opportunity. 

The heads of the three major depart
ments in the city-employment, eco
nomic development, and housing
appreciate the value of combining ef
forts and resources. They have devel
oped iMovative approaches to combin
ing funds to rehabilitate neighborhood 
housing while at the same time provid
ing skill training for CETA enrollees. 
The federal government has encouraged 
this coordination by selecting Baltimore . 
as one of ten cities to receive a two-year 
Community Economic Development 
Demonstration Program grant. 

A Difficult Breaking-In 

The city has identified· three ~1 
areas worthy of its concentrated atten
tion: the construction industry, 2eigh

borhood revitalization, and E)inority 
business devcJopmcnt. The city has fo
cused on the construction industry be
cause of the growth of new buildings in 
the inner city area. A new convention 
center and major hotel complex will be 
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opening withm two years. The CETA 
prime sponsor, the mayor's Office of 
Manpower Resources, is working with 
the construction companies to increase 
the hiring of CETA workers, especially 
minorities. The office is working with 
the employers to design training pro
grams to fit the immediate and long tenn 
employment needs in building and 
operating the complex. . 

City officials found that breaking into 
the construction industry is difficult. 
Employers use traditional means of get
ting new wo~kers-the union hiring 
halls--and it has been difficult to coor
dinate union hiring procedures with 
government programs. So the city has 
added a new clause in construction con
tracts that requires firms with city or 
other public contracts of more than 
$200,000 to tell the mayor's office what 
their employment needs are so that 
CETA enrollees get first crack at job 
openings. The contractors must agree 
that prior to the start of work they will 
meet with their regular labor referral · 
sources (local labor unions, public em
ployment agencies, or other recognized 
sources) and city representatives. At the 
meeting, the city representatives will 
match the training and referral services 
offered by the mayor's manpower office 
to the labor needs described by the con
tractors. If the contractor has no regular 

referral source, the mayor's office will 
coordinate recruitment and referral. 

For its part, the city agrees to use the 
existing approved apprenticeship train
ing programs to prepare workers for em
ployment. It also works with employers 
who are willing to establish on-the-job 
training programs within their own op
erations. 

The city contracts with the unions to 
train potential union members. Under 
the agreement, the union provides class
room and on-the-job training and agrees 
to admit all the trainees to membership. 
CETA officials believe that this will im
prove the relationships between the 
CETA program and the unions. They 

note further that there is less tension in 
this relationship as the employment situ
ation improves in the city, and there is 
relatively full employment among union 
workers. 

A Culinary Arts Industry? 

The downtown development has 
greatly improved another employment 
market-the restaurant business. To 
meet the needs of this rapidly expanding 
market, CETA funds were used three 
years ago to set up the Culinary Arts 
Institute, and the new convention center 
and hotel complex will be among the 
beneficiaries. The institute is training 
formerly unemployed people for careers 
in the restaurant business-not as short 
order cooks, but as real chefs and pastry 
makers. Eventually, the Culinary Arts 
Institute--whose graduates are being 
snapped up by many hotel chains-will 
become a business of its own. 

Baltimore has received national pub
licity on its housing rehabilitation pro
grams. The city has been able to expand 
that program through the cooperative ef
forts of the three city departments and 
through federal stimulus funding. CETA 
workers are trained in basic housing re
habilitation skills, working on houses 
owned by the public or by low-income 
families. The city has encouraged the 
Baltimore Improvement Association, a 
nonprofit P.rivate organization, to oversee 
the gradual rehabilitation of neighbor
hoods throughout the city. They plan to 
expand this approach and to use some
thing like a community development 
corporation to capitalize on the availabil
ity of CETA workers and the potential 
city-wide demand for housing im
provement workers. In addition to re
habilitation work, CETA participants 
provide a variety of neighborhood hous
ing servi~s . The best known of these 
services is the Hardship Home Mainte
nance Program; it uses CETA workers to· 
make repairs to correct training code vio
lations in houses owned by elderly or 
low-income people. 
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The city has placed a major emphasis 
on retaining and developing neighbor
hood businesses, viewing chis as essen
tial to its neighborhood revitalization 
plan. The mayor's Advisory Committee 
on Small Business has talked with scores 
of business people to identify ways of 
solving their problems and to encourage 
chem to make physical improvements on 
their own. The just•launched Baltimore 
Shopsteading Program. a commercial 
counterpart to urban homesteading, is 
one result. 

Mr. Got Rocks 

The city has helped ocher businesses 
get started as well. When J. William 
Parker, the minority operator of a long
established Baltimore stone-hauling 
firm, ciecided chat there was a profitable 
opportunity in the manufacture of pre
fabricated forms for concrete, it was the 
city's economic development programs 
chat helped him launch the new business. 
Baltimore, Parker felt, offered both a 
good market and a good location for 
manufacturing. but he needed a facility 

and he needed capital. Working together 
with him, the Baltimore Economic De
velopment Corporation and the Council 
for Equal Business Opportunity (a busi
ness development group helping minor
ity firms) found a building for his opera
tion and arranged loans. But the money 
they found was not enough. To make up 
the difference, Parker's new operation 
became a training program for CETA 
.workers, using the CETA funds to help 
.defray part of the costs of starting the 
business. When the new workers are 
trained, and the new business is on a 
solid footing, Parker will then hire the 
workers he has been training. 

The city has worked closely with the 
minority business community to help its 
members establish opportunities for em
polyment close to predominantly black 

. neighborhoods. One example is the Park 
Circle development, a forty-acre tract in 
northwest Baltimore zoned for industry 

that is near a high-unemployment neigh
borhood. Virtually all the public, pri
vate, and community-based participants 
in the city's economic development pro
gram were involved in an effort to de
velop the park, recycle its buildings, and 
develop its vacant land. 

City staff are quick to admit that not 
all the city's joint efforts with other ac
tors in the city economy have been suc
cessful. But they believe that these 
public-private coalitions have devel
oped momentum chat will make con
tinued progress possible. They realize 
that federal money will not last forever, 
particularly as economic conditions in 
the city improve, and they admit chat the 
city has had trouble raising private capi
tal for its undertakings. 

Baltimore has made substantial prog
ress in planning for economic growth, 
according to the staff. Local department 
heads realize that they need each other's 
help and resources to make the most of 
their separate federal programs. They 
realize that economic planning is impre
cise. Businesses do not always forecast 
their employment needs or give suffi
cient notice to allow for training new 
workers. 

But, the staff believes, these problems 
will be overcome eventually as the city 
continues to focus its attention on selling 
the private sector on the joint approach 
and working with them in developing 
estimates of long-range labor needs. 0 





INDUSTRIAL PRESERVATION 

Withe. conomic development .ii
ready a major force in efforts 
10 solve urban problems, 

most cities arc already engaged in 
some form of economic dcvclopmcnl 
or will he soon. But if 1hc fcdcr.il gov

ernment and local governments con
tinue accep1ing more responsibility for 
handling unemployment, 1hey should 
pay as much allention to prevcn1ing 1he 
problem as they do 10 1:uring it. Most 
economic development efforts, unfor
tuna1ely, seem 10 be aimed al attr.11:1ing 
companies from out of town. They 
overlook one of 1he most important as
sets present in many cities--thc older 
industrial neighborhood . 

l.lrger cities, or course, have hcen 
oper.11ing sophislicatcu economic de
velopment programs for years . Bui 
many small and medium-size ci1ies 
could profit from a coon.linatcJ ap
proach to increasing local business and 
job opportunities. And ii may well be 
that in those ci1ies, 1hc iueas of using 
existing physi<:al resoun.:t:s and con
serving existing companies and jobs 
would be of particular appeal. 

Older industrial neighborhoods and 
buildings--many of which arc: obsolele 
and deterior,uing-ha;e not tx.-en in
cluded in most neighborhood revitali
zation progr.1ms and have no1 benefited 
from most lax and bond incentives. Yet 
they offer potentially valuabh: physical 
resources and opportunitics for busi
ness and employment 1ha1 should be 
used. Older industrial areas m.1kc sig
nificant con1ribu1ions 10 municipal 1.1x 
bases and jobs they sustain would be 
difficult if not impossible 10 replace. 
The areas represent sizeable public and 
private investments: buildings, streets, 

roads, rail lines, and the necesS;.II)' ser
vice systems are already in place and, 
in most cases, paid for . Evaluating 
and preserving our older industria.l 
areas should be a pan of the process of 
community development. 

Mosl indui;trial growth, according to 

a recent Tennei;sce Economic Dcvel
opmenl Department Sludy (1973). oc
curs in towns of more than 10,000 
people, cloi;e to an inter.;tate highway 
and within twenty-live milei; of a me
tropolitan area. Other research indicates 

that half of all indui;trial expansion oc
curs in existing indui;1ries, and much of 
this involves the expansion of present 
facilities. Thus, there is both the mar
ket and the opportunity for citiei; to ex
pand their efforts to aid their older in
dustrial neighborhoods. 

There is much that cities need to 
know about the function and im
portance of their older industrial sec
tions and much they need to do. They 
must work out the appropriate arid fea
sible roles they can pl:iy i11 public
private revitalization programs. Any 
appronch to industrial rehabilitition 
should be guided by a variety of local 
considera1ioni;, including the character 
of the loc:il economic base. , data de
rived from previous research, and the 
related experience of local public and 
private officials. 

Step 1: Understanding 

The first step in any economic de
velopment program should be to un
derstand the community's economic 
competitive position. Geogr.:iphical or 
economic advantages and disadvan
tages should be c:italogued, ch:inges 
and trends spotted, and their causes 

Richard E. Starr, NATION'S CITIES, ©April 1978, pp . 7-10. Reproduced 
by permission of the National League of Cities, Washington, D .C. 
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identified. This initial task would in
clude surveying and mapping all exist
ing industrial neighborhoods in order 
to understand the employment climate 
and trends. The initial survey should 
include a general review of related 
census and employment data. 

Some original research will probably 
be required to detenninc what types of 
manufacturing functions arc found in the 
city and why they are there. Many indus
tries have developed at specific locations 
for reasons which may not still be 
valid-access to shipping or rail lines. 
raw materials. or other related indus
tries, for example. It is important to un
derstand these reasons and to assess their 
current validity . It is also important to 
understand national trends in a particular 
industry and their implications for future 
growth. Many of the 11mallcr man
ufacturing plants found in ol<lcr indus
trial areas have predictable life cycles: 
they flourish or foil over a fairly brief 
period (eight to ten year..). In either case, 

_ r they may be forced to vacate present fa-
L cilities. The ability to avoid these re

movals, or at least to predict where they 
will occur, requires a good basic under
standing of the local industrial market. 

Step 2: Assc5.,;ing Industrial 
Neighborhoods 

The second step in the industrial pres
ervation or rehabilitation process is 10 

assess each industrial neighborhood. 
This determines what competitive ad
vantages or disadvantage11 a firm has at 
its location, and will let local officials 
identify areas where improvements are 
needed to keep fim1s opernting and 
competitive. This evalu:ition requires a 
degree of objectivity since many firms 
may have insunnount:ihle difficulties. 
The public assistance offered lo declin
ing !inns is as important as that offered 
expanding operations, and is certainly 
more available than private assi~lance. If 
a firm is declining for irreversible rea• 
sons, it may still be desirable 10 develop 
a program to delay the closing or to help 
retrain workers and place them else-
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where. Meetings with firm owners <1nd 
plant operators would help the city de-
1em1ine the reafoaic potential for con
tinued operation. expansion. or decline. 

Step 3: The Conference 

This background research would 
preface the third step--a major confer
ence of key local officials and represen
tatives of local industry and related 
interests (local utilities. banking inter
ests. the chamhcr of commerce). This 
conference would discuss the overall 
situation, identify mutual interests. and 
outline areas for further attention. This 
meeting is important: many corporations 
only encounter local government offi
cials when taxes arc being reassessed 
and when environmental problems oc
cur. Industrial executives often live out
side the city and need to be reminded of 
the advantages of their urban business 
location--the assured labor force, the 
utility and public safety services. the 
proximity to markets, suppliers. trans
portation. These advantages must be 
realistically assessed against the possible 
prohlcms of operating an industrial plant 
in an urhan setting. including the nega
tive image or appearance that many 
older industrial areas present. Worth not
ing is that while a !inn will spend very 
little money on landscaping, lighting, 
screening, or building design at urban 
industrial sites, the same firm will spend 
heavily on those activities in the sub
urbs. In addition to problems of appear
ance, urban industrial areas often have 
physical problems: obsolete or inade
quate buildings, Jack of room to expand, 
difficult truck access, and poor security. 
There arc also the constraints imposed 
by local government which include 
taxes and a variety of environmental, 
building, and zoning restrictions. 

To work, industrial revitalization 
must start as a public-private partner
ship. The local conference should lead to 
the creation of a task force of public and 
private officials, and it is critical that 
representatives of manufacturing , bank
ing, development. and real estate inter-



ests be involved from the beginning. The 
task force should review the surveys and 

data that have been collected and make 
the necessary additional contacts or in
vestigations. For example, the task force 

should contact the purchasing agents of 

large local firms to sec if their suppliers 
could use some of the ncighborhoud's 
vacant space. Plant owners should he 

contacted and infonned that local offi
cials arc interested in the companies· 
needs and are developing a cap:icity to 
assist them. 

Step 4: Choosing Projects 

The fourth, and most import:int, step 

in an industrial rehabilitation process is 
to establish public-priv:ite programs to 
deal with a variety of issues--exp:insion 
room, access, facilities and utilities, 
codes and environmental regulations, 
financial assistance, security. employee 
training, energy conservation, vacant 
structures, and organizing existing 
firms. From these programs, high prior
ity projects can be selected. The projects 
will be different in every city. and prob
ably in every industrial neighborhood. 
but the issues will be familiar to all city 
officials and industrial executives. 

Expansion room: Private companies 
may find it difficult 10 buy property for 
plant expansion or for parking at reason

ahle prices. Local government may have 
to lend its power of eminent domain, and 
it may have 10 involve the fin:inci:il re
sources of a variety of federal agencies 
(Department of Housing and Urban De
velopment, Economic Development 
Administration. Small Business Admin
istration, and others) . development 
bonds. or other local government funds. 
Parking, a critical issue, may require 
government assistance to develop a 
parking structure. coordin:ite a com
mun:il parking area, subsidize rooftop 
parking on new structures, or waive cer
tain parking code requirements. 
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Security: Another problem faced by 
urban industrial plant operators is secu
rity. Existing firms might develop cost
sh:iring progrJms for new sophisticated 
security equipment. Local police should 
lead in helping local plants improve se
curity systems. 

Access: Because most small and 
middle-sized manufacturing plants de
pend on truck transportation they need 
quick and easy access to the highway 

system. This is one factor influencing 
decisions 10 move lo the suburb,; and can 

be countered by improving streets serv
ing industrial areas. Preserving maxi
mum use of the street system is another 
approach: every time truck traffic is 
barred from a city street, it becomes 
more difficult for local industry to exist. 

Facilities and utilities: An adequate 
and dependable system of public and 
private facilities and utilities is of great 
importance to industry. Responsihility 
for those systems usually is accepted 
with great case by both industrial and 
governmental officials as long as the 
systems result from moves to new 
structures. When old buildings are in
volved, acceptance of responsibility is 
slow. Officials of both sectors must 
understand that rehabilitation of old 
buildings necessitates new facilities 
and utilities and both sectors must rec
ognize and accept responsibility for 
providing"such a system in older 
neighborhoods. For instance, because 
of changes in structures, buildings can 
need new sprinklers, new fire depart
ment hookups and new systems of ac
cess. So officials of the public sector 
must be willing to invest in older 
neighborhoods the same amount of re
sources they would be willing to spend 
in new subdivisions for such things as 
sewer and water systems, fire protec
tion and maintenance. At the same 
time, officials of the private sector 



have to recognize that some of the 
amenities required in new facilities 
(sprinkler systems are but one exam
ple) also may have to be installed in 
older structures. 

Codes and environmental regula
tions: The juxtaposition of industry, 
housing, and other land uses poses com
plex environmental problems. Many res
idents would pref er to sec industry re
moved from older urban areas, and in 
many cases there are environmental and 
financial arguments in favor of relocat
ing industry. But since the entire labor 
force cannot be professionally employed, 
it is necessary that cities preserve, and if 
possible, expand their industrial jobs. In 
some cities, manufacturing industries 
account for as much as one-third of the 
total number of jobs and are particularly 
important as employers of low-skilled 
workers. Industry must assume respon
sibility for being a good neighbor by ac
cepting some of the same environmental 
standards at inner-city locations that it 
would be required to accept in suburban 
industrial parks. These standards govern 
such items :is :iir :ind noise pollution. 
storage, and :ippcarancc. 

Employee training: A variety off edetal 
job training programs is available. Every 
effort should be m:ide to see that the 
locality is getting maximum effect from 
these programs-not only the maximum 
amount of financial and staff resources, 
but also assurance that the training pro
grams arc suited to the needs of local 
employees; Training should be directed 
at the unemployed, the underemployed, 
and the persons employed by firms clos
ing local operations. 

Energy conservation: The growing im
portance and cost of energy present 
many opportunities for cooperation 
among industrialists including district 
heating, car pooling and mutual ship
ping arrangements. Some suburban 
areas have imposed moratoriums on in-
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dustrial expansion to conserve natural 
gas supplies. This could be a real ad~an
tage for cities, especially those owning 
their own utilities. 

Vacant structures: For economic and 
security reasons, occupants should be 
found for the vacant strucnires in older 
industrial districts. In many cases, it will 
be in the local govemment's'interest to 
gain some control over existing vacant 
structures through a quasi-public body. 
This would provide expansion space for 
existing finns or special inducements to 
attract new plants. A key feature would 
be providing leased space 10 allow indus
lrial opera1ors to avoid large initial capi
lal outlays. The qunsi-public bo<ly 
should also be able to remove property 
from the tax rolls and 10 require tenants 
to mnke flexible payments in lieu of 
taxes. This appronch assures firms 1hat 
taxes will not drastic.illy increase and al
lows predictable financing. 

Organizing existing firms: There is 
probably a variety of shared functions 
that could he developed among !inns al
ready located in older industrial districts. 
As in new industrial parks, finns could 
share certain physical facilities (parking, 
restaurants) and services (accounting, 
legal, security). One function oflocal 
government should be to encourage in 
every way possible the opportunity for 
local tinns to meet and develop coopera
tive programs through private or semi
private joint ventures. In confronting 
these issues, it is very important that a 
fair way to detennine priorities be estab
lished, especially when public resoui"Ces 
are involved, and that initial programs 
meet with early success: a street-closing 
to solve loading or parking problems 
may be a better starting point than a 
long-term program to train high school 
students for specific types of jobs. 



Keep on Keeping On 

Industrial preservation is a continuing 

process which must be operated over an 

extended period and possibly as a series 

of related programs. Crc:ition of a 
public-private industrial corporation or 
similar body primarily designed to serve 
industry is the usual way the process is 
made responsive to changing condi
tions. Although the exact nature of this 
body will vary, it should be capable of 

conducting or contracting for as many of 
the following activities as possible: 

• land assembly, with powers simi
lar to those found in local redevelopment 
authorities; 

• zoning, with the ability to influ
ence local zoning ordinances or even to 
develop special industrial districts which 
modify existing zoning; 

• speculative building, with the 
capability of constructing new industrial 
buildings or buying and rehabilitating 
existing structures; 

• bonding. with the power to issue 
tax exempt bonds to support industrial 
preservation programs; 

• related services, with the capacity 
to design, develop, and, if necessary, 
operate necessary services to accom
plish industrial preservation (day care, 
security, parking). 
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Obviously, local government must be 
closely involved in the design of any 
operating body. Although the city may 
be unwilling or unable to cede certain 
zoning, tax, street closing or other pow
ers, it .rrtust be willing to provide these 
crucial elements when necessary. 

Municipalities getting their first expo
sure to industrial preservation should 
.consider as an interim step the formation 
of the local public-private economic task 
force described above. The task force 
would review the existing situation, 
identify opportunities and constraints, 
and design the initial program, including 
the operating body (the industrial devel
opment corporation). Top private and 
public officials should be involved; if the 
mayor or the manager is not involved di
rectly, the task force very likely will 
have only a limited impact. If results are 
to be obtained, the process must be 
based on objectivity, realism, and 
creativity. We must stop asking com
panies to stay in our cities and start mak
ing it in their best interest to do so. ■ 





RURAL ECONOMIC DEVELOPMENT, 

WITH EMPHASIS ON THE ROLE OF SMALL CONCERNS 

My remarks center around five propositions. To remain 
within time limitations, I shall discuss each only briefly, 
thus allowing for further development in group discussion. 

Proposition No. 1: 

Many communities seeking to promote economic 
development have placed undue emphasis on attracting 
branch plants of large concerns. While these plants can 
contribute to development, they can create only a series of 
company towns with little prospects of sustained growth in 
the absence of other development programs. Often, they 
are from obsolescent industries and are searching for low• 
paid, low-skilled labor. They are sources o·f few employ
ment opportunities for the variety of skills and professions 
concurrently being turned out by manpower and vocational 
training programs. 

Some time ago, we encountered a classic example of the 
depressing effect on the economic development of a small 
community resulting from reliance on a single industry with 
a narrow range of skill requirements. This came up in the 
course of participation in a Presidential task force set up to 
appraise the potential impact of scheduled tariff reduction 
on the woven carpet industry. Task force representatives 
visited a small town in Pennsyl"ania in which virtually the 
only basic industrial employment was found to be in a few 
carpet factories. The town had a relatively low unemploy• 
ment rate and an unusually high rate of outmigration. 
Inquiry into the causes of this phenomenon resulted in a 
very plausible explanation. The county had one of the best 
vocational education programs in the Nation. The products 
of the system, however, had to leave the area to find 
employers needing their technical and professional skills. 
Those not taking advantage of the educational facilities 
found employment in the carpet mills and ancillary trade 
and service establishments. 

Even when an incoming branch plant offers job oppor
tunities for a relatively wide range of skills, other hoped-for 
secondary effects sometimes fail to materialize. A case in 
point is the branch plant of a large company which was 
established in Ravenswood, W. Va. 1 The company purchased 
supplies centrally and in large quantities, offering little 
opportunities for local small firms in retail and wholesale 

Wilfred Garvin, NATIONAL GROWTH: THE RURAL COMPONENT, 1971, pp .24-27. 
Reprodi.:ced by permission of the U.S. Department of Agriculture, Washington, 
D.C. 
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trade. Its products were sold f .o.b. the buyer's plant
regardless of location-thus offering no inducen:ient to ~m_all 
fabricators who would otherwise have set up in prox1m1tY 
to branch plant sources of raw material. Wage rates were 
set through negotiations with national unions, thus put
ting upward pressure on wage levels throughout the 
communi!Y- Jhe new facility, however. had the expected 

impact in terms of burdens placed on schools and other 
community facilities. 

Proposition No. 2: 

The key to sustained growth and an effective reduction 
of outmigration is to be found in industrial diversification. 
Development programs aimed at this objective need to 
envision a broad spectrum of industry types and sizes-to 
include significant numbers of innovative small firms, 
preferably locally owned. Only in this way can work 
opportunities be created for the variety of technical and 
professional skills modern educational systems produce. 

Rural America also needs to look to growth industries 
rather than obsolescent industries. Among the former are 
industries catering to tourism and expanding leisure time 
activities. Within manufacturing, prime examples are to 
found in plastic molding, electronics, mobile homes, and 
small steel mills. To an increasing degree, the newer growing 
fndustries appear to be neutral as to geographic location 
and thus can be successfully placed in a wide variety of 
environments. Finally. care needs to be taken to insure that 
new plants introduced take full advantage of modern 
technology. Numerous observers believe that numerical 
control-computer-assisted manufacturing-is ushering in a 
new industrial revolution. The technology appears to offer 
much to small manufacturers.2 Without doubt, its con• 
tinuing diffusion will alter significantly the competitive 
environment in many lines qf manufacturing. 

Proposition No. 3: 

There is no need for small communities to offer tax 
concessions or other gimmicks to lure desirable types of 
business to locate among them. I have reviewed a number 
of reports on factors entering into business location deci• 
sions. In no case did such lures play an important part.3 

Certainly, responsible business managers contemplating 
long-range investment realize that favors freely extended 
can be freely taken away . 

A survey conducted in 1963 of more than 400 U.S. 
management leaders disclosed their rating of the principal 
factors entering into business location decisions. The 
factors, arranged in order of importance assigned to them 
by the respondents, were as follows: 4 
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1. Community attitudes toward business. 
2. Good employer/employee relations. 
3. Worker productivity. 
4. Political calm and stability. 
5. Educational opportunities. 
Insofar as tax rates are concerned, some communities 

have launched successful development programs by 
increasing taxes and indebtedness to raise funds needed for 
public facilities supporting expanded industrial activity. 

Proposition No. 4: 

In many communities, obstacles to economic develop
ment are as much attitudinal as economic. Established 

financial and commercial institutions in these areas under
stand and can cope with the needs of enterprises supporting 
the basic industries they have traditionally served
agriculture, mining, forestry, and fisheries. They are 
frequently skeptical of, if not openly hostile to, new 
industries with unfamiliar needs. Thus, they act to stifle the 
innovative spirit of the entrepreneur. 

Local bankers play a key role in the formation and 
maintenance of rigid backward-looking community atti• 
tudes. As a result, we find that a great number of small 
urban and rural communities, in dire need of capital for 
public and private economic development programs, are 
nonetheless net exporters of capital. The depressing impact 
of these attitudes is vividly portrayed in an article by 
Stanley Reed in the Yale Review. 5 

"They have a fear of the new and different that is 
unknown in communities familiar with economic diversifi
cation. In their frustration they have created some strange 
gods to worship. One local banker boasted that in one of 
the worst economic situations the area had ever seen, he 
still had not a single loan go bad. In fact he said that, with 
nearly ten million dollars on deposit, his average losses for 
the past eighteen years were $600 per year. Another banker 
described his ideal of economic behavior in these 
words: There is a good outfit down the river, the boy has 
made money from the day he started in business. and you 
know, he never had to borrow a dime." Reed goes on to 
liken this view to that o~ a librarian whose concept of an 
ideal library is one with every book it owns sitting on its 
shelves. 

It is obvious that the spark of entrepreneurship cannot 
be brought into flame in these areas unless the community 
leadership is induced to commit its interest and resources 
to the task and is prepared to accept reasonable risks. To do 
so requires the introduction of a change agent to cope with 
negative attitudes. The agriculture county agent system 
backed by land-grant colleges performed this function for 
the farm population and thereby brought about a revolution 
in the industry. Properly directed, community colleges 
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a::,uld play a similar role in community business develop• 
ment. It might also be wise to borrow some of the 
techniques successfully used in underdeveloped areas as part 
of our foreign aid program. For example, financial, com• 
mercial, and industrial leaders were brought to this country 
to observe first-hand modern managerial practices and 
technology as part of the learning and attitude-changing 
process. 

Some communities in the United States have had an 
element for change introduced in the form of a shock 
induced by the announcement of a major military base 
closure. These communities were forced to consider other 
alternatives, to devise development plans, and to pool 
resources to find viable substitutes for their past 
dependence on employment created directly or indirectly 
by the military base. Many have launched successful 
programs with better prospects for sustained growth than 
existed prior to the base closure. Most important, the 
development was based upon the exploitation of com• 
munity resources which had been there all the time, latent 
and unrecognized.6 One is forced to wonder as to how 
many hundreds or thousands of small communities 
throughout the Nation are dreaming of some outside force 
bringing industrial development to them, while they remain 
blindly unaware that the resources are at their doorsteps to 
make their dreams come true. 

Proposition No. 5: 

The Small Business Administration has helped numerous 
communities to launch economic development programs. 
Given the requisite resources, it could do much more. While 
we have a wide variety of financial, management, and 
procurement assistance programs. one of the most effective 
instruments at our disposal for the economic development 
of small communities is our Local Development Company 
program. Its suceess appears to be related to the fact that 
its approach to development contains some of the ingre• 
dients I have discussed. It requires the direct involvement of 
persons living or doing business in the community, the com• 
mitment of community resources, and the maximum 
feasible participation of local banks. 

Nebraska is one of the leading States in the use of the 
Local Development Company program. We now have more 
than 100 companies organized throughbut the State, 
virtually all of which are in small town or rural areas. 

Twenty-one were organized in Fiscal Year 1971 alone. 
Finally, the Small Business Administration staff now has 

under active consideration the establishment of a new 
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program for small business development in urban and rural 
areas. Priority assigned to the program would be in keeping 
with the President's declaration in a message transmitted to 
the Congress on July 23, 1971 : 

"The" revitalization of rural America is one of the 
important objectives of my administration. For I am con
vinced that the growth which this Nation will inevitably 
experience in the coming decades will be healthy growth 
only if it is balanced growth-and this means growth which 
is distributed among both urban and rural areas." 

1 Gray, Irwin. Employment Effect of a New Industry in a Rural 
Anr•. Monthly Labor Review . June 1969. 

2 Office of Planning, Research and Analysis, Small Business 
Administration. The Impact of Numerical Control on Sm•II 
Business. Printed in Introduction to Numerical Control, Hearing 
before the Subcommittee on Science and Technology, Select Com
mittee on Small Business, Ninety-Second Congress, First Session . 

J See, for example, Fulton, Maurice: New Factors in Plant Loca
tion. Harvard Business Review. May-June 1971. 

• Lynch, John E. Local Economic Development alter Military 
&se Closures. New York and London: Praeger, 1970: 

'Reed, Stanley Foster. Entrepreneurship and the Deprt1sS11d 
Anra. Yale Review,v.54, Oct. 1964. 

• Lynch, op, cit. 





STIMULATING COMMUNITY GROWTH -

INDUSTRIAL DEVELOPMENT FUND 

The towns of Loogootee and Washington have more in common than being only 
15 miles apart on highway US 50 in southern Indiana. After experiencing set
backs of rising unemployment, the towns recently stimulated their area's econom
ic outlook by filing for Industrial Development Funds through the Indiana State 
Board of Finance . 

When the McCord Corporation closed its operation in Washington, 450 people 
were out of jobs, and a 163,000-square-foot industrial complex was left empty. 
The city of Washington applied to the State Board of Finance and received 
$95,000 to repair the roof of the building that housed the McCord Corporation 
in order to meet proper safety regulations and pave the way for any incoming 
firm. 

Four corporations have received a $3 million loan from the Federal Economic 
Development Administration to move into Washington's empty building and turn it 
into an industrial complex. The companies are Washington Heat Transfer, Inc., 
Washington Tube, Inc. , Allied International Films, Inc. and Century Business 
Furniture, Inc • 

Initially, these four corporations will employ 154 people, with plans to em
ploy 733 by the third year, and 866 by the end of the fifth year of operation. 
Through the lease, the City of Washington will receive $58,525 the first year, 
with increased payments from the corporations each subsequent year. The money 
will be applied to repayment of the Industrial Development Fund loan. 

Located 15 miles east of Washington on the border of Martin and Daviess 
Counties, Loogootee was deeded 43 acres of land from the Federal Small Busi
ness Administration in 1975 when a clay products firm filed bankruptcy and in
creased the area's jobless rate. 

Loogootee's 43 acres will include a Red Door facility for physically handi
capped and mentally retarded residents of the area and a wood processing plant. 
An $81,000 loan to Loogootee, approved in January, will assist in the construc
tion of a building for Red Door Industries and the refurbishing of the already 
existing warehouse for the wood processors. 

Scott L. Wiley, INDIANA MAGAZINE, April 1978, pp. 26-27. Reproduced by 
permission of the Indiana Department of Commerce, Indianapolis, Ind. 
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Loogootee's Red Door Industry presently occupies an old junior high school. 
According to Helen Edmiston, executive director of the Daviess-Martin Asso
ciation for Handicapped Citizens, Inc., the new facility will eventually employ 
between 40 and 50 people, based on employment figures of nearby Washington's 
Red Door Industry. 

The new building, financed through the Industrial Development Fund, will 
provide Red Door with the facilities that the junior high school cannot provide. 
"Presently, there is not the kind of facility that we need in Loogootee," said 
Mrs. Edmiston. "Workshops are like a factory, and as our clients do contract 
work, we want to construct our new building to be able to handle light industry 
operations." 

The new facility will be rented from the City of Loogootee for $3,000 a year, 
which will be applied toward repayment of the loan. The costs for the labor 
force, valued at $175,000, have been granted from a Title VI program of the 
Indiana Office of Manpower Development. · 

Mrs. Edmiston also noted, "Our new facility should be a benefit to the com
munity. We had a client payroll last year of $45,000, all of which was spent in 
the community. As our programs expand, we '11 be able to enlarge our staff." 

In both cases, the applicants for the loans were the towns, and the repay
ment goes back through them. The loans, appropriated by the Indiana General 
Assembly, work through a revolving fund that grants loans to applicants that 
can provide jobs in high unemployment areas, and are paid back to the State's 
Industrial Development Fund at only four percent interest. 

Communities may borrow up to $200,000 for certain economic development 
programs from the Fund. Projects that can be funded to each community to be
come better equipped in serving the needs of business include airport improve
ments, tourist attractions, purchase of real property, and other similar needs 
in the economic development of communities. 

Loans are made for a period not to exceed ten years, and loans over $50,000 
must be matched dollar for dollar by the community. 

Application for Industrial Development loans is made through the Financial 
Services Division of the Indiana Department of Commerce and must be approved 
by the State Board of Finance, which consists of the Governor, State Treasurer 
and State Auditor. 

Industrial Development Funds are low interest loan programs aimed at muni
cipalities to encourage the creation and saving of jobs. Washington and Loogoo
tee are the most recent towns to use the program to upgrade their community's 
job potential. Through the Indiana Department of Commerce and its programs, 
such as the Industrial Development Fund, small businesses and communities 
can find a means of prospering in today's marketplace. 



EVALUATING THE ECONOMIC IMPACT OF NEW INDUSTRY 

0 N W IS C ON S IN C OM M UN IT IE S 

Communities can pursue a program of industrial development by either 
attracting new industry or expanding industry already located in the com
munity.1 While the vast majority of future industrial development in 
Wisconsin will continue to be the expansion of existing industry, emphasis 
on attracting new industry cannot be ignored. The decision by a community 
to initiate an industrial development program is an economic decision and 
should be evaluated in economic terms. There are two sets of questions a 
community should ask before it actively assists the location of a new 
plant. The first set of questions pertains to the feasibility of the 
business. The second set of questions involves determining the economic 
impact of the business on the community. 

The first set of questions asks--is the business sound? Is this a 
firm that will continue local operations over time in the community? 
Does the management have a past record of frequent changes in location? 
Does there appear to be adequate capitalization and/or does the cash 
flow seem adequate or feasible? 

The second set of questions that the community should ask are those · 
relating to--What type of impact will the plant have on the community? 
Who will be affected--workers, property owners, merchants? What addi
tional revenues and expenditures for municipal government or schools can 
be expected? How many new residents can be expected? ts the local labor 
force adequate? 

1 A very broad definition of industry is implied in this discussion. 
It is not limited to manufacturing but can include recreation, shopping 
centers and other business enterprises. 

Ron E. Shaffer, EVALUATING THE ECONOMIC IMPACT OF NEW INDUSTRY 
ON WISCONSIN COMMUNITIES, 1977. Reproduced by permission of the Co
operative Extension Programs, University of Wisconsin, Madison, Wis. 
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The federal and state government have responded to these questions, 
especially the first set, in various ways. This response has included 
assistance in the form of economic development agencies, guaranteed loans, 
and management training programs. A multitude of technical and economic 
feasibility studies have addressed or shown how to answer the first set 
of questions. These studies have emphasized the industrial development 
potential from the industry's perspective. 

Once the new industry has been judged a sound business, the second 
set of questions addresses the problem of what economic impact the new 
industry has on the community. There has been little economic analysis 
applied to this problem and there are no general answers to apply for 
every community or industry situation. 

The focus of this report will be to outline a procedure to answer 
the second set of questions. The theoretical basis for attracting new 
industry as part of a community development progra11i is discussed next in 
this report. Then the lDllltiplier effects and the leakage of industrial 
impact are examined before a method to evaluate the impact of a new 
plant on a community is presented. Finally, an example is discussed to 
show how the suggested evaluation procedure works. 

Theoretical Foundation 

Industrial development programs are based on the economic or export 
base theory. This theory says that the local economy can be divided 
into two parts. The first part is labeled the export or basic sector. 
The export sector is that portion of the local economy that does most 
of its trading or business with other communities, areas, and regions. 
Agriculture, mining, manufacturing and recreation are industries frequently 
included in the export sector. The second part of the local economy sells 
the majority of its output to local residents and businesses. Examples 
of nonexport businesses include grocery stores, auto repair shops, and 
clothing stores. The nonexport sector is the nonfarm businesses that do 
not receive the majority of their sales from outside the area, but rather 
their customers are local households and other local businesses. 

Businesses in the nonexport sector supply inputs and other services 
to the businesses and workers in the export sector creating a linkage 
between the export and nonexport sector. The linkage can be a consumer 
or business linkage. The business linkage occurs when industries in the 
export sector purchases goods and services from businesses in the non
export sector. An example of this type of ~inkage would be a local 
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trucking firm hauling for a new manufacturing plant. A consumer linkage 
occurs when workers in the export sector spend their income at the local 
grocery store, clothing shop, garden supply center, or auto dealer. 

The new industry (export sector) injects income into the community 
that leads to a cumulative effect on community income that exceeds the 
initial change. An example of the spending and respending process may 
help clarify the cumulative effect. Assume the worker at the new plant 
receives $100 in wages. The worker spends $50 in the comm.unity and 
spends $30 outside the community with the remaining $20 being used for 
saving and income . taxes, etc. The local merchants receive $50 and use 
$25 to purchase goods from suppliers outside the community. The remain
ing $25 is spent for wages, utilities, and purchases from other local 
business. In this example, the initial $50 spent locally by the worker 
generates another $25 of local income the first time it is respent. 
This process repeats itself over and over again. Multipliers are an 
easy way to estimate the sum of all the spending and respending without 
adding each individual transaction. 

Multipliers 

The change that is measured by a multiplier can be divided into two 
parts--primary and secondary. The primary change corresponds to the 
change in the export sector and the secondary change corresponds to the 
change in the nonexport sector. The changes in the local economy are 
illustrated by the following example. Community A's income is $100 and 
consists of $25 from the export sector and $75 from the nonexport sector. 
Each dollar of income in the export sector supports four dollars 
($100/$25 • 4) of total income in the community. Each dollar of income 
in the export sector supports three dollars of income in the nonexport 
sector ($75/$25 =- 3). Now, if the income in the export sector increases 
(a new industry locates) by $10, then the total income increase in the 
community is $40 ($10 x 4) and increase in nonexport sector income is $30 
($10 x 3). The multipliers, in this example, are four and three 
respectively. 

The same procedure is used to estimate the employment effects of a 
change in the export sector. Let total employ,nent in Community A be 100 
jobs, including 30 jobs in the manufacturing sector. The employment 
untltiplier is 3.33 (100/30). If only secondary effects are considered, 
the multiplier is 2.33 (70/30) where 70 is 100 minus 30. 

The multipliers estimated above are static multipliers. The static 
untltiplier does not account for changes in the structure of the local 
economy over time. A structural change in the local economy could be 
represented by a shift from agriculture to manufacturing or recreation 
as the major contributor to the local economy. In our hypothetical 
community, let total income increase by $20 from $80 to $100 over a 
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period of time. Over this same time period, income in the export sec
tor increases by $10 from $25 to $35. The dynamic multiplier is 2 or 
($20/10 = 2). 

The dynamic multiplier incorporates the structural changes caused 
by new industry and is a closer approximation than the static multiplier 
of the changes occurring in the community's economy over time. Note 
that there may be a wide difference in the magnitude of the dynamic and 
static multipliers, and the static multiplier need not always be larger. 

The local community can use many different data sources to measure 
local income and employment in the export and nonexport sectors. The 
Wisconsin State Employment Service and Bureau of the Census (County 
Business Patterns) provide estimates of annual employment in the county 
by sector. The decennial Census of Population is a source of employment 
and income data, but is somewhat dated and is not as useful. Annual 
income estimates are the most difficult to obtain, but there are two 
potential sources--the U.S. Department of Commerce (Bureau of Economic 
Analysis and Bureau of the Census) and the Wisconsin Department of 
Revenue. The Bureau of Economic Analysis provides annual estimates of 
income and employment through the Regional Economic Information System 
(REIS). The Bureau of the Census publishes the County Business Patterns 
(CBP), an annual report of payroll and employment "covered" by Federal 
tmemployment compensation. Both the CBP and REIS delineate employment 
and income by economic sector, e.g., manufacturing, retail trade, etc. 
There are two reports by the Wisconsin Department of Revenue that 
provide information on personal income 1) Taxes, Aids and Shared Taxes 
in Wisconsin Municipalities and 2) Analysis of Wisconsin's Individual 
Income Tax Returns. But these reports do not delineate the economic 
sector generating the income. 

Leakages 

The estimate of any multiplier should be viewed as an upper limit 
of the local changes that can be expected to occur. The actual local 
change is reduced because of leakages (effects not occurring in the 
community where the plant located) or slippages in the local economy 
(underemployed resources). 

The 1.mderemployment slippage is very basic to multiplier analysis. 
The premise tmderlying the multiplier effect is that the local economy 
is presently at full employment (all seeking work can find jobs that 
fully utilize their abilities). Thus, when a new industry locates in 
a community, new workers must be hired in the nonexport sector to sup
port the new workers and new industry in the export sector. The reason 
new workers are hired and new jobs created in the nonexport sector is 
because the present number of workers are fully employed and cannot 
support any more export sector workers. As an illustration, when a new 
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industry locates in a community the local grocery store may need to hire 
a new clerk to help provide adequate service for the new families in town 
or former families with mre income and more spending. However, if 
the grocery store's clerk is now working only part-time (underemployed) 
then the increased business may mean he can now work full time. A new 
job is not created because of the plant, just better use of a worker. 
The existence of underemployment reduces the industry's impact on number 
of new jobs created. The crude ratios or multipliers computed in the 
preceding section implicitly assume that all those employed and reported 
in the data sources are fully employed. To the extent that underemploy
ment is present the secondary changes estimated by the multipliers are 
inflated. 

Part of the increased economic activity caused by the new industry 
can escape or leak from the community and occur elsewhere. these leak
ages are import purchases and nonlocal taxes. In this context, imports 
are not limited to goods purchased from foreign countries but rather 
means all goods purchased from outside the community. Import purchases 
occur when the workers spend all or part of their income in other com
munities rather them the local community. This · type of leakage occurs 
for several reasons. The first reason is because the worker living in 
another community (an in-commuter) may shop in his home community rather 
than the community where the plant is located. The second reason, some
what similar to the f~rst but applies to local residents, is the geographic 
spending pattern of the local residents. Local residents may habitually 
shop in a neighboring community because of the types of stores, parking 
facilities, friendliness of the clerks, or the range of goods and services 
available. The consumers go to another community for the goods and ser
vices that local merchants do not supply. 

The community can estimate the amount of income escaping the local 
economy as import purchases by determining the geographic spending pat
terns of residents in the community and surrounding area. The needed 
information includes the percentage of income spent in the community, and 
the percentage of income spent in the county but outside the community, 
and the percentage of income spent outside the county. The percentage of 
income spent in the community is labeled the propensity to consume lo
cally. This information plus determination of the number of workers 
commuting in to work at the plant is used to estimate the leakage from 
import purchases. A survey asking local residents and shoppers what 
proportion of their total income is spent in the community ce~ provide 
this information. 

Another form of leakage from the local economy is the taxes paid to 
nonlocal government. These taxes include sales taxes, federal and state 
income taxes, and social security taxes. While the community receives 
some public services in return for these taxes the additional public ser
vices need not be proportional to the additional tax revenues generated. 
Estimating the taxes going to nonlocal government can be done by budget
ing the tax payments for a representative worker and his family. For 
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example, assume the new plant pays an average annual wage of $5,000 per 
worker and the typical worker has a wife and two dependent children. 
Applying the standard deduction and the number of dependents deduction, 
the state and federal income tax payments can be computed. The percentage 
of income spent for income taxes can be used to estimate the amount of 
plant payroll leaving the community as income taxes to nonlocal govern
ment. 

Another leakage that is not included in the economic base multipliers 
is the purchasing of inputs by the plant from suppliers outside the com
munity. The local impact of a firm utilizing local resources and trading 
with local businesses is larger than the impact of a similar sized firm 
that does not utilize local resources. This leakage is difficult to 
estimate, but it should be considered by the community in their pre
location negotiations with the new industry. 

In summary, the local economic impact of industrial development is 
reduced by a group of leakages including state and federal income taxes, 
in-comm\Jters and import purchases. Another factor reducing the size of 
the local impact is the slippage from underemployment. 

Private Sector 

Since the community is usually the political unit that undertakes 
an industrial development program, this is the point of analysis for this 
mdel.2 In the community's evaluation of industrialization, the changes 
in income and employment that accrue to other areas should not be counted 
or the community may invest more in its industrial development program 
than is justified. 

The local benefits of an industrial development program are the 
primary and secondary income and employment generated by the new industry. 
The multipliers estimated from the ratios of county income or employment, 
are county multipliers, i.e., changes in the whole county. These esti
mates of multipliers inflate the actual community changes, especially in 
smaller rural communities. To estimate the community changes, within the 
county, the county multiplier must be adjusted to reflect"only the amount 
of income or employment remaining in the community. The geographic 
spending patterns estimate the amount of income remaining in the com
munity and should also reflect the amount of employment changes remaining 

2 Industrial development programs are not limited to low cost financ-
ing and tax concessions, but can include in-kind payments such as proper 
zoning, preplanning of transportation access, adequate utility capacity 
and up-to-date labor surveys. 
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in the cot!Dllunity. The county multiplier in the preceding example is 3. 
If the workers living in the community spend an average of 60 percent of 
their total income in the community, then the community multiplier is 
1.8 • 3 x 60%. The 40 percent of the worker's total income not spent in 
the community represents the leakages from income taxes and import pur
chases. The 60 percent of the worker's income spent in the community 
is the propensity to consume locally. 

An industrial development cost to the local community that is very 
difficult to measure is the income loss from previous jobs not refilled. 
The individual worker transferring jobs increases his income only by 
the difference between his wages at the new plant and the wages at his 
previous job. If that previous job is refilled, then the cot!Dllunity does 
not lose income because another worker is now employed and paid. But, if 
the previous job_ is not refilled the community loses that income. The 
loss of income from unrefilled previous jobs generates a negative 
multiplier effect similar to the positive multiplier effect associated 
with ~n increase in primary income. The private sector income loss 
(cost) is adjusted, just as private sector benefits were, to reflect 
only the changes in the community. 

The changes in the local economy that have been discussed are 
private sec tor changes from industrialization, Le. , the income and 
employment changes of local workers and merchants. Another important 
aspect of a new industry's impact is its effect on local government 
revenues and expenditures. 

Public Sector 

The location of a new industry in the community affects municipal 
government and school district revenues and expenditures. The primary 
changes in the public sector are caused by the new plant, new residents 
and new students. The secondary impact on the public sector occurs 
because community residents experiencing an increase in income, desire 
more public services and pay more taxes. The information needed for this 
portion of the analysi$ can be collected from public records (municipal 
and school district budgets). The fiscal coefficients estimating the 
secondary revenue and expenditure changes are computed by dividing 
income for the jurisdiction into the appropriate revenues or expenditures 
reported by the municipal government or school district. 

Property Taxes 

Because property taxes are the major contributor to local govern
ment revenues, they will be considered separately. The additional 
property taxes from new housing and industrial investment are direct 
benefits to the public sector. Caution must be exercised to prevent 
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counting "before new industry" prop~rty values as benefits. Only the 
assessed value of the additional investment is a gain to the property 
tax base due to industrialization. This would include new industrial 
buildings, new industrial equipment, new commercial buildings and new 
residential housing caused by the location of the plant. The value of 
an existing but vacant industrial site or building is not a benefit from 
the location of the plant and should not be counted as such. Communities 
extend property tax concessions to new plants through low assessment, 
freezes on future tax increases, or outright exemption by publicly 
owning the site and/or building. The foregone property tax revenues 
from these concessions are opportunity costs to the public sector 
(municipal government and/or school district) and are charged against 
the benefits of industrialization for that sector. 

Municipal Government 3 

The primary revenues for the municipal government are the property 
taxes, licenses, fees, municipal utilities and hook-up charges paid by 
new residents in the community and the new plant. The secondary revenues 
for the !Dllnicipal government are the taxes generated because of the 
additional income in the community. The additional income in the com
!Dllnity can affect property values, merchants' inventories, and shared 
state taxes. Secondary revenues are estimated by the product of 
secondary income generated by the new plant and municipal revenues per 
dollar of income. 

Primary expenditures for the municipal government are the costs to 
provide services to the new plant and new residents ~ These services 
include police and fire protection, municipal utilities, streets and 
alleys, and sanitation. The per capita municipal expenditures times 
the number of new residents plus expenditures for services to the new 
plant are used to estimate the primary expenditure impact on the 
municipal government sector. The secondary expenditures arise because 
local residents and merchants demand more municipal services as the new 
plant increases their income. The secondary expenditures are estimated 
by multiplying the expenditures per dollar of income by the amount of 
secondary income generated by the new plant. 

3 
Municipal government may interpreted as the unit of government 

city, village or town-- most actively involve:d in attracting the new 
industrial plant and in whose jurisdiction the plant locates. 
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School District 

The primary revenues to the school district are property taxes, 
plus state and federal aids caused by the new plant and new families 
with school age children moving into the community. 

If the new plant brings families with school age children into the 
community, this can affect state and federal aids to the school distri~t. 
Primary revenues in the school district are the property tax revenues 
from new industry and residential investments plus the number of new 
students time~ the state and federal aid per average daily membership 
(ADM). 

The provision of educational services for the new students gener
ates the primary expenditures in the school district from industriali
zation. The primary expenditures in the school district are computed 
by multiplying the number of new students by the per average daily 
membership expenditures. 

The secondary impact (benefits and costs) on the school district is 
computed from the relationship of school revenues and expenditures to 
personal income just as the secondary municipal government impact is 
computed. 

The Model of Community Net Gains 

The model measures the anticipated changes in the community's 
private and public sectors caused by a new industry and estimates the 
annual impact of the new industry. The total benefits (costs) in each 
sector are the sum of primary and secondary benefits (costs). The net 
gain for each sector is the difference between the sector's benefits 
and costs. The net gains for each sector are summed to compute the 
total community change or community net gains caused by the new plant. 
Positive net gains imply that the new industry has a beneficial impact 
~ the community or specific sector. 

The community net gains estimate the maximum investment the com
munity can make to attract a new industry or help an existing industry 
expand. The community should not interpret a positive net gain as the 
investment that should be made-:--;ather it estimates the limit of invest
ment that can be made. Nor should a positive net gain in the community 
be interpreted as a mandate to buy new industrial jobs from other areas. 
This does not represent a net gain for society. An example of how the 
community net gains may be interpreted is an investment in public ser
vices. Assume a plant indicates an interest in locating in the community 

· but requires a bigger and better water system than the community pres
ently has. The community net gains represent the maximum amount of 
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SUMMARY OF ANALYSIS FACTORS 

Municipal revenues (expenditures) per capita*= 

MuniciEal government revenues {exEendituresl 
Municipal population 

School district revenues (expenditures) per pupil~ = 

School district revenues ~expendituresl 
Average daily membership 

Municipal fiscal coefficient per dollar of income~ = 

MuniciEal revenues {ex:eenditures} 
Personal income for the jurisdiction 

School district fiscal coefficient per dollar of income""*'* = 

School district revenues {exEenditures} 
Personal income for the jurisdiction 

Propensity to consume locally is the percent of total income spent 
in the community. 

Multiplier (secondary effects only) 
income (employment) in non-

= exEort sector 
income (employment) in ex-

port sector 

* Do not include property taxes, state aids, shared taxes, or 
utility revenues and expenditures. 

~ Do not include property taxes, or state and federal aids. 

~All sources of revenues and expenditures (property taxes and 
intergovernmental aids or transfers) are included. 

Table I. 
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investment in the new water system that can be justified because of new 
industry. 

Summary 

The model developed in this report can be used by local citizens 
to evaluate the impact of a new industry on their community. The model 
does not answer the questions of economic and technical feasibility of 
the new business for the investor but answers the question--is this 
new industry beneficial to the community? The results of the model show 
the type and size of industrial location incentive a community can 
feasibly extend to a new plant. If the plant causes negative or small 
positive net gains in the public sector, then a location incentive such 
as a local tax concession is not economically feasible. 

The model can be used by communities to determine how much assist
ance they can afford to help an existing local plant expand or meet the 
investment requirements of pollution control devices. 

While the emphasis in this report was on community impact, the same 
basic procedure can be utilized to evaluate the sharing of benefits and 
costs of joint industrial development programs between communities or a 
community and the county. The model can be used as a basis for a given 
community to seek support from other communities in the area for an en
larged and integrated areawide industrial development program. 

It cannot be overemphasized that industrialization of every commun
ity in Wisconsin is not only impossible (there just are not that many new 
plants) but it's undesirable. It is undesirable for several reasons. 
First, every community cannot support or benefit from a new industry. 
Second, the development problems with many small rural communities are 
a lack of infrastructure, i.e., inadequate transportation facilities and 
public works (sewer, water, fire, and police). Attracting a new indus
try will not correct this and it may even intensify the problem. Third, 
the use of community funds for an industrial subsidy may not be the best 
use of those funds. Furthermore, if the industry needs a subsidy to 
stay, there will be a continued drain on the community in the future, 
possibly preventing other worthy projects from being funded. Finally, 
if every community actively "bids" for new industry, the positive 
community net gains may be reduced to ~ero or even negative. 
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Hypothetical Example of Industrial Impact 

A hypothetical industrial impact study will be analyzed in this 
section to show the computational procedures used. Local citizens in 
their negotiations with a potential industry must determine various 
characteristics of the new firm, the workforce, local government and 
the community to estimate industrial impact. 

The Plant 

In this example the plant's equipment investment in the community 
is $80,000. This is the plant's only addition to the property base in 
the community since it will locate in a previously occupied building in 
the municipally owned industrial park (valued at $10,000). The plant 
requires an expansion of the city owned and operated sewage treatment 
facilities . The annual cost of repaying the bond for this expansion is 
$1,000. The management at the plant estimates that the plant's annual 
utility (sewer) bill will be $4,000. 

The Workforce 

The firm will employ 50 workers. Thirty of the workers are presently 
residents in the community, five workers are brought into the community, 
ten workers reside elsewhere in the same county and five workers commute 
to work from outside the county. Five workers are seeking employment at 
the plant because their previous jobs are about to be eliminated. The 
workers average wage at their previous jobs is $4,500 versus an average 
wage of $5,000 at the new plant. The five workers who are new residents 
in the community bring another 15 persons into the community with them 
including eight children who are enrolled in the local school system. 
Adequate housing is available for only two families, forcing the other 
three families to build new homes. The average value of the new homes, 
excluding the lot, is $20,000. 

The Cot1ID1Unity 

Community factors influencing the new plant's impact include local 
labor (mentioned in preceding section), propensity to consume locally, 
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and public fiscal structure. The propensity to consume locally (percent 
of total income spent in the community) varies from 40 percent for 
noncounty residents, to 50 percent for county residents, to 60 percent 
for community residents. The county multiplier (secondary effects only) 
is estimated to be 0.8. 

The municipal government utilizes a 15 mill property tax rate for 
part of its revenues. Property is assessed at 60 percent of its fair 
market value. The second major source of municipal revenue is shared 
taxes. Let's assume that the local area receives $.008 of shared taxes 
per dollar of local personal income. The third major municipal revenue 
source is utilities (sewer, water, garbage). The average annual 
municipal utility bill is $250 per family. Per capita municipal 
revenues, excluding property taxes and utility revenues, are $35. • Th.e 
per capita municipal operating and capital expenditures, excluding 
utility expenditures, are $45. Municipal revenues and expenditures per 
dollar of personal income are $.025 and $.024 respectively. 1 

The local school district property tax is 25 mills. Per average 
daily membership (ADM) school aid is $250 (state) and $50 (federal). 
School operating expenditures are $400 per ADM and capital expenditures 
average $20 per ADM. The school revenues and expenditures per dollar of 
income are. $.030 and $.029 respectively. 

Private Sector Analysis 

The new income remaining in the community (internalized income) is 
determined by weighting the plant payroll by the workers place of 
residence and propensity to consume locally. Equations (1) through (4) 
show the calculation of primary internalized income: 

No. of workers Average Propensity to Internalized 
by place of X annual X consume locally .,. primary (1) 

residence income by place of income 
residence 

35 X 5,000 x · .60 - $105,000 (2) 

~ 10 X 5,000 X .so - 25,000 (3) 

~~ 5 X 5,000 

·~ 

X .40 .. 10,000 (4) 

Total primary internalized income $140,000 

1 This can be computed as follows: Assume cotnmunity income is 
$1,000,000 and the municipal budget shows $25,000 of revenues. The 
coefficient is $25,000/$1,000,000 = .025. 
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SUMMARY OF PROBLEM INFORMATION 

PLANT: 

Plant investment 
Value of ~sting plast rita aad euilains 
Annual cost of sewer expansion '- 1tpC'c" '), 000 

1\tlnugJ sewe~ hill at ~llHK-
Number employed at plant 
Average annual salary paid by plant , :i ,rf/OO 1 2 , oo o 
County multiplier ( secondary effects only) , 8 
Loss o f' Tobs N~! ref,· 1/e-d. b7 f l~1 

WORKFORCE : ~ ' Ccw,----..;t:. ' I IJ .... ~ . I I "- Q(} 

Residence (number r ~ Ii~ 'tti the) 3 JO, 
Same community as plant . 6tJ / ()0 
Same county as plant but not the same comm f i ty> go 
outside the same county as the plant f O @0 

Average salary at previous job Cf; pot:> r c;c,o 
Spending patterns or propensity to consume locally 

(percent of total income spent in the same 
('~ as the plant is located in by the 
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SUMMARY OF PROBLEM INFORMATION (Continued) 

· Revenues per dollar of personal income $.025 
Expenditures per dollar of personal income $.024 

School district: 
Prope-rty tax mill rate 25 
Stat·e aid per average daily membership $250 
Federal aid per averase daily membership $ 50 
Operating expenditures per average daily membership $400 
Capital expenditures per aver~ge daily membership $ 20 
Revenues per dollar of personal income $.030 
Expenditures per dollar of personal income $ .029 

Of the· plant's $250,000 payroll only $140,000 remains in the community or 
56 percent in this example •. This exemplifies the importance of locally 
available labor force on the new plant's impact on the community. In 
this example, if all of the workers came from the community, the interna
lized income would be $150,000. 

Equations (5) and (6) calculate the internalized secondary income 
impact of the new plant. It is assumed that the recipients of secondary 

lincome reside in the community and exhibit the same propensity to con
sume locally as do the workers at the plant who live in the communi;y: 

Internalized County Propensity to Internalized 
primary X income X consume - secondary (5) 
income multiplier locally income 

$140 ·,ooo X .8 X .6 - $67,200 (6) 

The $67,200 represents the change in the income of community residents 
not working at the new plant that is spent in the community. The total 
income change in the community from the new plant is $207,200 or 
$140,000 + $67,200. 
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The private sector opportunity cost of the new plant is the primary 
and secondary income loss because some previous jobs are not refilled. 
The calculation of income loss from previous jobs not refilled is similar 
to the calculation of internalized plant payroll. The propensity to con
sume locally by the workers place of residence is used to weight the 
income lost from previous jobs. In the example, three of the previous 
jobs not refilled are held by community residents and the remaining two 
jobs are held by a county resident and a noncounty resident respectively. 
The job held by the resident of another county is assumed to have no 
affect on community income. The loss of internalized primary income is 
computed in equations (8) ap.d (9): 

No. of workers 
by place of 

residence 

3 

1 

Average annual 
x income previous 

job 

X 

X 

4,500 

4,500 

Propensity to 
x consume locally • 

by place of 
residence 

X 

X 

.60 

.50 

-
-

Total primary income lost 

Internalized 
previous (7) 

income lost 

$8,100 

2,250 

$10,350 

(8) 

(9) 

The loss of the primary income affects the volume of trade in the com
lJDlnity and this loss of secondary income is estimated by equation (10). 

Internalized 
primary in

come lost 

$10,350 

County 
x income 

multiplier 

X .8 

Propensity 
x to consume 

locally 

X .6 -

Secondary 
income 
loss 

$4,968 

The total loss of previous income in the community (private sector 
opportunity costs) is $15,318, or $10,350 + $4,968. 

(10) 

(11) 

Local chamber of commerce and other private individuals estimat~ the 
costs of travel, entertaining and other expenses in negotiating with the 
new plant are about $5,000. These industrial development program costs 
are deducted from private sector benefits. 

The primary and secondary benefits and costs are summed to give 
total benefits and costs to the private sector. The net gains in the 
private sector are the difference between total benefits and costs in the 
private sector. Table III summarizes the industrial impact on the com
munity's private sector. 
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NET GAINS TO THE PRIVATE SECTOR "HYPOTHETICAL EXAMPLE" 

Benefits: 

Plant Wages and Salaries Inter
nalized in the Community 

Total Primary Benefits 

Internalized Secondary Income 

Total Secondary Benefits 

Total Benefits 

Costs: 

Internalized Income from Previous 
Jobs Not Refilled in the Com
munity 

Industrial Development Program 
Costs 

Total Primary Costs 

Internalized Secondary Income 
from Previous Jobs Not Refilled 

Total Secondary Costs 

Total Costs 

Net Gain to Private Sector: 

Total Benefits - Total Costs 

$140,000 

67,200 

10,350 

5,000 

4,968 

Table III. 

$140,000 

67,200 

$207,200 

15,350 

4,968 

20,318 

186,882 



184 

Municipal Government Sector Analysis 2 

The changes in population, income, and property values are the 
means by which the new plant affects the municipal government sector. 

In this example, the three new homes built by the three new 
families who could not find housing add to the community's property 
base. The homes ($20,000 each) are assessed at 60 percent of their fair 
market value and the addition to the assessed residential property tax 
base is $36,000. Only the structures or improvements are additions to 
the property tax base since the lots are already on the tax roll. · 

The municipal property tax rate is 15 mills yielding $540 in 
municipal property tax revenues from the new homes. The location of 
the plant on tax exempt property and in a building already on the 
property tax rolls means that only the assessed value of the plant's 
equipment is added to the tax base. The assessed value of the plant's 
equipment is $48,000 and the 15 mill municipal property tax rate 
yields another $720 to the city's property tax revenues. Utility rev
enues, in this example, are assumed to be adequate to cover the 
operating costs of producing and delivering the utilities. This con
dition may vary from community to community. The utility impact of 

the new plant is $4,000 and for the five new families in the community 
it is $1,250 (5 families x $250 per year per family). These are entered 
as both benefits and costs in the municipal government sector. The 
annual costs ($1,000 in this example) of the capital improvement of the 
municipal utility system because of the new plant or new residents are 
entered as a cost to the municipal government. The non-utility and 
non-property tax municipal government revenues and expenditures are 
determined by the number of new residents in the community, see equa
tions (13) and (14), respectively. 

New population X Municipal government - Primary municipal 
fiscal coefficient impact (12) 

per capita 

20 X 35 - $700 (13) 

20 X 45 - $900 (14) 

¾unicipal government is the unit of government most directly in
volved in the industrial development program. Thus, it may be either 
city, village or town government. 
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The shared taxes portion of the municipal government's revenues 

is assumed to be $.008 per dollar of new income in this example. Note 

that $191,882 equals the $186,882 private sector net gains plus the 
$5,000 for industrial development program costs (See Table I), i.e., 
the net gain in internalized income. 

New income in 
community 

191,882 

X 

X 

Shared taxes 
ratio 

.008 

-
-

Shared taxes for 
municipality 

$1,535 

(15) 

(16) 

The 15 workers who reside outside the city limits and commute into 

1lhe community to work at the plant create municipal service costs. The 

in-commuters receive the use of selected municipal services while they 

are in the city limits. The costs of in-commuters are computed as 

weighte~ per capita non-utility municipal expenditures. The weight is 

the percentage of time spent in the community per year by the worker 
assuming he spends 10 hours per day five days a week for 50 weeks a 
year in the community. Equation (17) shows the computation of the 
municipal government costs for in-commuters. 

No. of in- Per capita Weight for time Cost of in-
commuters x expenditures x in community = commuters 

15 X 45 X .2854 - $193 

. The location of the new plant generates secondary public sector 

(17) 

(18) 

effects similar to those occurring in the private sector. The secondary 

public sector effects are related to the secondary income changes caused 

by the'new piant. Equations (20) and (21) show the calculation of the 

secondary municipal fiscal impact. Note: $62,232 • $67,200 - $4,968. 

Internalized Municipal fiscal Secondary municipal 
secondary x coefficient per - impact (19) 

income dollar of income 

$62,232 X .025 - $1,556 (20) 

62,232 X .024 - 1,494 (21) 

The foregone property tax revenue from the tax exempt plant site 
is an opportunity cost to the municipal government, equation (22). 

Value of Assessment Mill Property tax 
plant site X ratio X levy - revenues lost (22) 

$10,000 X .60 X .015 - $90 (23) 

The primary and secondary benefits and costs are summed to deter
mine totalbenefits and costs to the municipal government sector. Net 
gains to the municipal government sector are the difference in total 
benefits and costs. Table IV summarizes the industrial impact on the 
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municipal government sector. 

The School District Sector Analysis 

The investment by the new plant and new residents along with changes 
in school enrollment are the channels by which the new plant's impact is 
transmitted to the local school district. Equations (24) and (26) cal
culate the additional school . district property tax revenue from the 
plant's new investment and ~ew residential investments. 

New investment 
by plant 

$80,000 

Assessment 
x ratio 

X .60 

Mill School property 
x levy x tax revenue 

X .025 X $1,200 

(24) 

(25) 

In equation (27) the three families that build new homes, valued at 
$20,000 each, pay $900 in property taxes to the local school. 

New residential 
investment 

$60,000 

Assessment 
x ratio 

X .60 

Mill 
x levy • 

X .02.5 • 

School property 
tax revenue 

$900 

(26) 

(27) 

The change in ADM affects the school revenues from intergovernmental 
school aid. Equations (29) and (30) calculate the revenues from state 
and federal government aid. 

New students x School intergovernmental - Intergovern-
aid financial coefficient mental aid (28)· 

per ADM 

8 X 250 - $2,000 (29) 

8 X 50 - 400 (30) 

The primary capital and operating expenditures resulting from the loca
tion of the plant are functions of the change in enrollment. Equation 
(32) gives the operating expenditures and equation (33) gives the capital 
expenditures for the new students enrolled in the school district because 
of the new plant. 

New students x School district - School primary 
financial coefficient expenditures (31) 

per ADM 

8 X 400 - $3,200 (32) 

8 X 20 - 160 (33) 
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NET GAINS TO THE MUNICIPAL GOVERNMENT SECTOR "HYPOTHETICAL EXAMPLE" 

Benefits: 

Property Taxes New Homes 

Property Taxes New Plant's 
Additional Investment 

Utility Revenues from New Plant 

Utility Revenues from New Residents 

Other Tax Revenues from New Resi-
dents 

Total Primary Benefits 

Shared Taxes from State 

Change in Tax Revenues from Former 
Residents 

Costs: 

Total Secondary Benefits 

Total Benefits 

Services Provided New Plant 

Services Provided New Residents 

Services Provided New Commuters 

Annual Cost Municipal Government 
Incentive 

Total Primary Costs 

Additional Services Provided 
Former Residents 

Total Secondary Costs 

Total Costs 

$ 540 

720 

4,000 

1,250 

700 

1,535 

1,556 . 

5,000 

2,150 

193 

90 

1,494 

Net Gain to Municipal Government Sector: 

Total Benefits - Total Costs 

Table IV. 

$7,210 

3,091 

$10,301 

7,433 

1,494 

8,927 

1,374 
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NET GAINS TO THE SCHOOL DISTRICT SECTOR "HYPOTHETICAL EXAMPLE" 

Benefits: 

Property Taxes New Hanes 

Property Taxes New Plant's 
Additional Investment 

State Aid From New Students 

Federal Aid From New Students 

Total Primary Benefits 

Change in Revenues From Former 
Students 

Total Secondary Benefits 

Total Benefits 

Costs: 

Capital Expenditures Due to 
New Pupils 

Operating Expenditures for 
New Pupils 

Revenues Lost from Tax Con• 
cessions to the New Plant 

Total Primary Costs 

Additional Educational Services 
Provided Former Pupils 

Total Secondary Costs 

Total Costs 

Net Gain to School District Sector: 

Total Benefits - Total Costs 

Table V. 

$ 900 

1,200 

2,000 

400 

$4,500 

1,867 

1,.86 7 

$6,367 

160 

3,200 

150 

3,510 

1,805 

1,805 

5,315 

1,052 
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The school district also extends an implicit location incentive to the 
new plant when the plant locates on the publicly owned industrial site. 
The opportunity cost of this location incentive to the school district 
is $150 per year. 

Value of 
plant site 

$10,000 

X 

X 

Assessment 
ratio 

.60 

Mill 
x levy 

X ·.025 

-
-

Lost property 
tax revenues 

$150 

The location of t_he new plant in the community generates both primary 
and secondary changes in the school district fiscal resources. The 
secondary fiscal effects are a function of secondary income in the 
private sector. The secondary revenue and expenditure effects are 
calculated by equations (37), revenues, and (38), expenditures. 

Secondary 
income 

$62,232 

62,232 

X 

X 

X 

School fiscal coefficient 
per dollar of income 

.030 

.029 

= 

-
-

School secondary 
fiscal impact 

$1,867 

1,805 

(34) 

(35) 

(36) 

(37) 

(38) 

The sum of the school's primary and secondary benefits and costs 
gives the total benefits and costs of the new plant on the school dis
trict. The net gains of industrialization on the local school district 
is the difference between total benefits and costs. Table V summarizes 
the industrial impact on the local school district. 

Total Community Analysis 

The net impact of the new plant on the entire community is the sum 
of the net impact on each of the three co1I1111UI1ity sectors (see Table VI). 
The new plant's estimated average annual impact on the private sector is 
$186,882. The average annual industrial impact on the municipal· govern
ment ($1,374) and school district ($1,052) sectors are much smaller. 
The sum of the net gains to each sector gives a total community net gain · 
of $189,308. 

NET GAINS TO THE COMMUNITY "HYPOTHETICAL EXAMPLE" 

Net Gain to Community's Private Sector $186,882 

Net Gain to the Municipal Government Sector 1,374 

Net Gain to the School District Sector 1,052 

Net Gain to the Total Community 189,308 

Table VI. 





SUMMARY OF MODULE II 

The readings and activities in this Module were designed (1) to provide an 
understanding of the critical components necessary to the establishment of vi
able community economic programs, and (2) to identify alternative approaches 
in their implementation. Additional discussion of analytical tools were pre
sented to facilitate a more refined analysis of local economic institutions and 
to enable you to deal more effectively with these institutions as they relate to 
economic programs. Finally, the importance of employment and income multi
pliers :were developed and illustrated with case study applications. 

The first desired outcome was achieved by specifying and discussing a sys
tematic five-step process for establishing community economic programs. These 
steps were: 

1. assessing needs 
2. formulating objectives 
3. specifying and weighing alternatives 
4. programming and implementing policy 
5. evaluating and reassessing goals and objectives 

Subsequent readings and activities achieved the second desired outcome. Em
phasis was placed on the importance of public participation in achieving each 
step. Subsequent readings developed the theme of public participation in plan
ning and zoning, in developing manpower programs, revitalizing existing indus
tries, and developing alternative economic policies for the community. 

Module I I drew on the basic principles explained in Module I regarding the 
operations of a local economy. Examples were provided of local government 
involvement which clarified the application of some p·rinciples, and expanded 
upon the discussion of government involvement in Module I. The readings in 
Module I I illustrated some of the different roles that local government may 
adopt as leadership is provided to the local economy. 

The readings in Module I I underlined the need for a detailed, intimate anal
ysis of components of the local economy. Such knowledge of the local economy 
provides a strong foundation for forthright local leadership. Local economic 
goals can be achieved more readily if the key linkages among components of the 
economy are identified and used as levers to implement local policy. 

Throughout the workbook, a set of basic principles have been enunciated 
and their application illustrated. These are summarized in the following 
propositions: 

1. Forthright leadership is the responsibility of the local elected official. 

191 
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2. The most effective leadership role will vary from time to time as com
munity economic policy is developed and implemented. 

3. The economy can be understood in its simplest form as the interactions 
of governments, firms, and households. 

4. Local economic processes are intimately interwoven with national eco
nomic policies. These interrelationships can be understood by the 
local official through systematic analysis. The analysis of the bank
ing system illustrated this principle. 

5. Local government involvement in the local economy varies along a con
tinuum ranging from a direct, proprietary relationship to an indirect, 
supporting role. 

6. The extent of government involvement depends on the desires of the 
electorate. 

7. To properly assess local economic conditions, a wide range of social/ 
economic indicators should be used. For example, a single indicator 
such as per capita income may not reveal serious problems resulting 
from unequal income distribution. Indicators of per capita income 
and income distribution should be used to assess economic well-being. 

8. The process of "capacity building" in local governments increases 
local ability to manage policy, resources, and programs. This pro
cess should be an integral part of developing and implementing com
munity economic programs. 

9. Assessing community needs should be undertaken in a systematic, 
comprehensive fashion rather than simply waiting to hear the "wheel 
squeak.-" 

10. Establishing community economic policy and priorities among alterna
tive programs requires more substantial citizen input than simply vet
ting on alternatives. An ongoing process of citizen participation 
should be encouraged at every step of policy formation and implemen
tation. 

11. Community economic objectives should be established in concrete, 
numerical terms. The public should be aware of these goals and how 
they are to be achieved. 

12. The linkages among components of the economy should be analyzed to 
gain insight into how each part functions. This knowledge will f acil
itate more forthright, able leadership. 

13. An evaluation of past programs is a critical step in reassessing ex
isting needs and formulating new program objectives. 
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14. --The- solud.on to pressing economic problems is to attack them di
rectly, considering innovative and perhaps untried approaches, 
and marshalling resources from diverse groups. 

15. Systematic local planning is a prerequisite to the effective use 
of public and private resources. 

These propositions represent some of the most readily identifiable ones 
from the readings. You may find it useful to list some additional principles 
that appear evident from the readings. Your own background will provide 
useful experience for expanding on and/or altering the above propositions. 

Both Modules were designed to describe the local economy and to illustrate 
alternative approaches that the elected official could bring to bear on the pro
cess of planning and implementing local economic policy. Hopefully, these 
readings will increase your analytical skills and leadership capacity in address
ing the economic issues faced by your community. 

As a final exercise, turn back to the self-test for Module I I, p. 73, and 
review your answers to see if they are compatible with the author's answers. 
If you are not sure why the author has selected a particular response, re
view the relevant reading(s) and determine whether the difference is one of 
fact or of individual perspective. The answers to the self -test for Module I I 
are as follows: 

1. C 7. b 13. b 19. b 
2. C 8. a 14. C 20. C 

3. a 9. b 15. C 21. a 
4. b 10. b 16. b 22. a 
5. a 11. a 17. b 23. b 
6. b 12. a 18. b 24. C 
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Planning, Research Report P-665, Agricultural Experiment Station, 
Oklahoma State University, July, 1972. 

A series of papers from a Rural Development Planning Workshop. 
Papers cover a range of topics useful to local government, such as 
a methodology for feasibility studies, planning for water systems, 
and sub-state planning. 

Tweeten, Luther and George L. Brinkman, Micropolitan Development. 

A comprehensive integration of rural development, research and 
theory. Emphasizes the unique problems of non-metropolitan areas 
and proposes alternative policy approaches to rural development prob
lems. A useful guide to the wide range of issues faced by most 
communities. 

United States Department of Agriculture, National Growth: The Rural 
Component, University of Nebraska, 1971. 

A compilation of papers presented at the National Workshop on 
Rural Development, October 18-20, 1971, at the University of Nebraska. 
Surveys issues and institutions of importance to rural communities. 
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University of Georgia, Managing Local Government, Prepared by the Insti
tute of Government and the Institute of Community and Area Develop
ment, University of Georgia, Athens, October, 1973. 

Describes an approach to building cotmnunities based on improv
ing the management of local government. Presents practical and 
easy-to-follow guidelines for developing and implementing local 
government policy. 

Washington State University, Land Use: Issues and Research Needs for 
Planning, Policy and Allocation, College of Agriculture, Washington 
State University, Pullman, 1976. 

An assessment of economic changes and social pressures creating 
the need for comprehensive land use planning. Analyzes the current 
state and future needs for land use planning in metropolitan, subur
ban and rural areas. 



APPENDIX 

RESOURCE MATERIALS AND TECHNICAL ASSISTANCE 

In addition to the selected bibliography, other publications and 
organizations may be useful. Some of these will be of assistance on 
specific problem areas while others can provide general information and 
guidance to other sources of technical assistance. 

General Publications: 

Indiana Public Management 
Indiana Society for Public Administration 
School of Public and Environmental Affairs 
Indiana University 
400 East Seventh Street 
Bloomington, Indiana 47401 ( 812) 332-0211 

International City Management Association Newsletter artd Manage
ment Information Service. Also, see · their "Handbook Series for 
Local Elected Officials." 
1140 Connecticut Avenue, N.W. 
Washington, D.c. 20036 (202) 293-2200 

City Weekly 
The National League of Cities 
1620 Eye Street, N.W. 
Washington, D,C. 20006 (202) 293-7356 

PTI/News 
Public Technology, Inc. 
1140 Connecticut Avenue, N .W. 
Washington, D,C. (202) 452-7700 

Public Affairs Analyst 
Center for Public Affairs 
College of Business and Economics 
University of Kentucky · 
Lexington, Kentucky 40506 (606) 258-5741 
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United States Conference of Mayors Newsletter and 
Labor-Management Relations Service 
1620 Eye Street, N.W., Suite 616 
Washington, D.C. 20006 
(202) 293-7300 

The Universicy of Virginia Newsletter 
Institute of Government 
University of Virginia 
Charlottesville, Virginia 22903 

Specific Purpose Publications: 

A series of publications related to state and local planning may 
be obtained free from! 

State Planning Services Agency 
143 West Market Street 
Indianapolis, IN 46204 

These publications cover such topics as: 

1. Copies of planning legislation for all types of agencies. 
2. Studies on a number of special problem subjects including 

housing, airports, and intergovernmental cooperation, etc. 
3. Guides to local planning. 

Additional publications and audio-visual af ds on planning and zoning 
may be obtained from: 

A. Cooperative Extension Service, Purdue University, West 
Lafayette, IN 47907; and local County Extension Offices 
These include the following: 

1. EC-318, "A Summary of Planning Agencies in Indiana" 
(Revised 1972). 

2. Purdue Film Library slide-tape presentations, "Planning 
for Change" and "Planning and Zoning," plus several films 
on planning and zoning, residential development, and 
other planning topics. 

B. Office of Information, U.S. Department of Agriculture, Wash
ington, D.C. 20402 -- Publications for rural county planning: 

1. ESC-563, Extension Service "Rural Zoning: People, 
Property and Public Policy" (1967) 

2. Leaflet 510, "Zoning for Rural Areas" (1968) 
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3. USDA Leaflet, "Selected Planning Aids" (October 1972) 
4. PA 814, "Zoning -- An Aid to Community Resource Develop

ment" (196 7) 
5. Miscellaneous Publication No. 1232, Economic Research Ser

vice, "Rural Zoning in U. S . : Analysis of Enabling 
Legislation" (1972) 

C. Other Federal Agency Publications Available from Superintendent 
of Documents, Government Printing Office, Washington, D.C. 
20402: 

l. ' "Land Use Planning Assistance Available Through USDA" (1974) 
2. U.S. Housing and Home Finance Agency HUD, "Suggested Land 

Subdivision Regulations" 

D. Two national organizations in the planning field with publica
tions, monthly newsletters and special services: 

1. American Society of Planning Officials, 1313 East 60th 
Street, Chicago, IL 60637. 

2. American Institute of Planners, 1776 Massachusetts Avenue, 
N.W., Washington, D.C. 20036. 

Sources of Technical Assistance and Information: 

1. State Planning Services Agency 
143 West Market Street 
Indianapolis, IN 46204 

2. Cooperative Extension Service 
Purdue University 
West Lafayette, IN 47907, and local county Extension offices. 

3. Indiana Farm Bureau, Inc. 
130 East Washington Street 
Indianapolis, IN 46204 

4. Indiana Pl~nning Association, Inc. 
2041 City County Building 
Indianapolis, IN 46204 

5. Department of Agricultural Economics 
Purdue University 
West Lafayette, Indiana 47907 
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